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JAMES P DOLAN

FELLOW STOCKHOLDERS,

As we approach our fifth anniversary of being public, | am very
pleased to take this opportunity to communicate with you about where
we are going with your company.

The year 2011 was a year of transition and evolution for The Dolan
Company as we continued to build our increasingly important
Professional Services Division and to rebalance our business lines while
maintaining the agility required by these difficult market conditions.

The year’s financial results were disappointing and reflect what we
believe has been a temporary suppression of activities in the residential
real estate market. The lending industry's normal ability to retrieve
collateral associated with defaulting mortgages was at very low levels,
reducing revenues for our National Default Exchange and for some of our
printed publications that carry default-related public notice advertising.

The year was pivotal for us as we positioned ourselves for better
performance, better balance, and more growth in the future. Your
management team reached a number of noteworthy objectives and made
very good progress toward our long-term goals. The highlights:

DiscoverReady grew bigger and stronger, and as a platform for growth it
became a more important part of the company during 2011,

We began the year having completed a major expansion of
DiscoverReady’s Charlotte, North Carolina, review center; and by year’s
end that 350-seat operation often was operating at capacity. In june we
opened a San Francisco marketing office and review center to enhance
our efforts to serve SiliconValley and West Coast clients. We also moved
to larger and better-equipped review facilities in DiscoverReady’s
headquarters in lower Manhattan. And we faid groundwork for additional
locations so that we can continue to grow in proximity to our clients.
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AND MORE GROWTH

DiscoverReady also enlarged its sales force and its client support
teamns, and continued its aggressive and successful marketing efforts. This
drove continued strong organic growth. Importantly, we also added a
number of significant new clients, broadening our revenue base and
reducing our client concentration.

I a major expansion move, we acquired ACT Litigation Services, one of
the ration’s oldest and most successful complex litigation automation
firms. It specializes in providing technology and process solutions to e-
discavery clients. Along with a deep bench of technology expertise and
talent, ACT also brought to us a world-class operations center in Valencia,
California, and a large client base, further reducing our client concentration.
The combined DiscoverReady/ACT operations offer clients a full array of
support including document review, managed services, data processing and
hosting, and custom technology and solutions,

Curing the year DiscoverReady enhanced I-Decision®, its state-of-
the-art automated review tool, with new capabilities and completed its
latest proprietary technology innovation, PrivBank®, which allows
DiscoverReady’s clients to better identify privileged information for
appropriate legal handling.



o A NCNUCACL RE PO R-T

BLETTE

: JOESSING

At National Default Exchange, we worked through the
year with our affiliate law firms and their clients to develop,
testand install new pmcedurés for conﬁp!eting default
management and foreclosures. Our technology prowess
served us well and positioned us properly for what we
believe will be an increase in-mortgage default processing
business during 2012,

We also made good use of our NDeX technology to
develop a suite of customized client services, allowing our
affiliate law firms to provide value-added insight and
analytical products to their clients, the mortgage servicers.
These products were very well received and we believe
they will enhance client retention as well as recruitment of
new servicer clients.

NDeX’s Florida revenues and profile grew during 2011
as installation of our workflow systems took hold and as
marketing efforts yielded gratifying market share results.

Meanwhile NDeX undertook sighificant cost
controls, reducing its headcount during the year by
more than | 1% without impairing our ability to handle
more work in the future. This occurred even as we
complied with new client requirements for new
safeguards and entirely new procedures. Although
leaner, the NDeX staff is more experienced and,
together with our proprietary workflow process,
continues to generate a competitive advantage for us.

BB J
While maintaining our strong local operations, our
Business Information Division also is repositioning itself as
a multilocal and national provider of high value
information deliverad on a subscription basis to corporate
and legal clients. Our primary vehicle for this is the newly
formed Public Affairs Intelligence Group. s important
components include DataStream Content Solutions,
which utilizes proprietary specialized technology to
produce high-value legislative and regulatory data
products dnd services at the national level; Legislative

Information Services of America, which. now covers all 50
states and is building deeper services in key states;and
Federal News Service, providing verbatim rapid-
turnaround transcripts of important government and
political évents, translation services and media monitoring.
Across our 21 ocal markets, during the year we
centralized more of the operations and continued our
migration toward more, and higher margin, electronic
delivery of existing products and services. YWe alsoare
developing broad-based electronic delivery systems to
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build a better long-term business future for our public
notice advertising. Ve expect year-over-year growth in
public notice for 2012, and for the longer term we believe
electronic notices should offer new revenue opportunities
at very good margins.

We demand growth from all parts of our company, but we
also pay attention to relative growth rates as we seek
proper long-term balance among our business lines.
Management made good progress in this area during 201 1.

The Business Information Division remained constant
at about 27% of our sales during the year. Our Litigation
Support Group showed excellent growth. This includes
the previously discussed DiscoverReady as well as another
strong performer, Counsel Press, the country’s leading
provider of appellate services. In the first quarter of 2011,
the Litigation Support Group accounted for 19.7% of our
revenues. By the fourth quarter, Litigation Support
generated 31.8% of our revenues.

Given our current business lines, our publicly
announced near-term goal remains to have about one third
of our revenues coming from Litigation Support, another
third from Default Processing, and the final third from
Business Information. Ye do intend to add more services
in the future. Over time, this is likely to take the
Professional Services Division into an even more dominant
role in our business mix

This is consistent with the evolution of our corporate
strategy that started in 2010 when we changed our name
to The Dolan Company, dropping the word “media” At
that time, we also changed our Global Industry
Classification Standard code to “business services.”

VVe believe there are great opportunities in legal
services,and we remain committed to supporting the legal
profession and providing it with both high quality content

WE BELIEVE THERE ARE GREAT
OPPORTUNITIES |

and excellent outsourced processing services.

Let me reiterate here what we have been telling
investors about our growth strategies:

We will work hard to continue the rapid growth of
DiscoverReady, pushing it to become a greater portion of
our revenues and to change our business mix consistent
with our long-term goals.We intend to become a
dominant force in the e-discovery industry.

We intend to continue growing NDeX and its services,
increasing revenues and capturing more market share even
as the mortgage default volume fluctuates.

We plan to add more high-growth businesses to our
Professional Services Division, acquiring opportunistically
and at prices that accrete value and launching when and
where appropriate.

We will manage our Business Information Division
for cash but also will reinvent it by developing smart,
cutting-edge business lines primarily based on
subscription-driven models.

Our highest goal is sustained, and sustainable, value
creation. We intend to deploy capital carefully in our
chosen sectors, to acquire thoughtfully, and to integrate
well 5o as to achieve sustainable organic growth.

This is
$500 million in revenues with expanded margins. And that,
of course, is just the beginning.

We thanlk you for your interest in our company.

And all of us in management, in all parts of The Dolan
Company, wish to express our gratitude to our hard-
working 2,006 employees for their talented contributions
and extraordinary commitment to excellence.

how we plan to achieve our next milestone of

Sincerely,

C}w F
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K includes forward-looking statements that reflect our current expectations
and projections about our future results, performance, prospects and opportunities. We have tried to identify
forward-looking statements by using words such as “may,” “will,” “expect,” “anticipate,” “believe,” “intend,”
“estimate,” “should,” “could,” “potential,” “goal,” “strategy” and similar expressions. These forward-looking
statements are based on information currently available to us and are subject to a number of risks, uncertainties
and other factors, including those described in “Risk Factors™ in this annual report on Form 10-K, that could
cause our actual results, performance, prospects or opportunities to differ materially from those expressed in, or
implied by, these forward-looking statements.

You should not place undue reliance on any forward-looking statements. Except as otherwise required by
federal securities laws, we undertake no obligation to publicly update or revise any forward-looking statements,
whether as a result of new information, future events, changed circumstances or any other reason after the date of
this annual report on Form 10-K.

In this annual report on Form 10-K, unless the context requires otherwise, the terms “we,” “us,” and “our”
refer to The Dolan Company and its consolidated subsidiaries. During 2010, we changed our name from Dolan
Media Company to The Dolan Company. We operate our majority-owned subsidiary, American Processing
Company and its subsidiaries (collectively, “APC”), under the trade name, National Default Exchange or NDeX.
Therefore, when we refer to ‘“National Default Exchange” or “NDeX” in this annual report on Form 10-K, we
mean all of our mortgage default processing operations in Michigan, Indiana and Minnesota and at Barrett-
NDEZx, as well as those acquired from the Albertelli Sellers in October 2009. When we refer to “Barrett-NDEx”
in this annual report on Form 10-K, it means the mortgage default processing operations serving the Texas,
California, Nevada and Georgia markets that NDeX acquired from National Default Exchange Management,
Inc., National Default Exchange Holdings, LP, THP/Barrett-NDEx AIV, Corp. and THP/Barrett-NDEx AIV, LP
on September 2, 2008. The term “Barrett Law Firm” refers to Barrett, Daffin, Frappier, Turner & Engel, LLP and
its affiliates. When we refer to the “Albertelli Sellers” in this annual report on Form 10-K, it means James E.
Albertelli, P.A., The Albertelli Firm, P.C., Albertelli Title, Inc. and James E. Albertelli, as a group. We also refer
to James E. Albertelli, P.A. and The Albertelli Firm, P.C., together, as the “Albertelli Law Firm.” The term
“Trott Sellers” in this annual report on Form 10-K means David A. Trott, Ellen Coon, Trustee of the Ellen Coon
Living Trust uw/a/d 9/9/98, Marcy J. Ford, Trustee of the Marcy Ford Revocable Trust u/a/d 7/12/04, William D.
Meagher, Trustee of the William D. Meagher Trust u/a/d 8/24/07, and Jeanne M. Kivi, Trustee of the Jeanne M.
Kivi Trust uw/a/d 8/24/07, each of whom we individually refer to as a “Trott Seller.”



PARTI

Item 1. Business
Overview

We are a leading provider of necessary professional services and business information to legal, financial and
real estate sectors in the United States. We serve our customers through two complementary operating divisions:
our Professional Services Division and our Business Information Division. Our Professional Services Division
comprises two reporting segments: mortgage default processing services and litigation support services. Through
our subsidiary, NDeX, we provide mortgage default processing services to eight law firm customers located in
California, Florida, Georgia, Indiana, Michigan, Minnesota, and Texas, as well as directly to mortgage lenders
and loan servicers on residential real estate located in California. Our subsidiaries DiscoverReady and Counsel
Press comprise our litigation support services reporting segment. DiscoverReady provides outsourced discovery
management and document review services to major United States companies and their counsel. Counsel Press
provides appellate services to law firms and attorneys nationwide. Our Business Information Division produces
legal publications, business journals, court and commercial media, other highly focused online information
products and services, and operates web sites and produces events for targeted professional audiences in 21
geographic markets across the United States. Our information is delivered through a variety of methods,
including approximately 60 print publications and 80 web sites. We also operate specialized information services
covering legislative and regulatory activities and providing transcription, media monitoring and translation
services

In 2011, management committed to a plan of action to sell two of our smallest stand-alone businesses within
the Business Information Division (which will reduce our geographic markets for publications to 19). For a
further discussion of this, please see “Recent Developments — Discontinued Operations/Assets Held for Sale” in
Item 7 below. Such operations have been classified in our financial statements as assets held for sale at
December 31, 2011, and the results of these operations are shown in discontinued operations for each period
presented. Accordingly, the discussion that follows regarding financial information refers to continuing
operations only.

Our business model has multiple diversified revenue streams that allow us to generate revenues and cash
flow throughout all phases of the economic cycle. This diversification allows us to maintain the flexibility to
capitalize on growth opportunities. In addition, our balanced business model, together with our diverse
geographic mix, produces stability by mitigating the effects of economic fluctuations. The following table shows
the percentage of our total revenues generated by our products and services for the years ended December 31,
2011, 2010, and 2009.

Percentage of Revenues

Revenue type 2011 2010 2009
Cyclical/non-cyclical revenues

Display and classified advertising revenues .. .. ............. 8.0% 7.3% 8.9%

Public notice revenues ...............c.. i, 3.1% 3.2% 3.8%

Subscription and otherrevenues . .. ....................... 7.8% 5.0% 5.5%

Litigation support services segment revenues ............... 26.9% 19.2% 8.2%
Total cyclical/non-cyclical revenues ....................... 45.8% 34.7% 26.4%
Countercyclical revenues

Mortgage default processing services segment revenues . . . . . . . 45.7% 53.5% 58.7%

Public notice revenues ............. . ... i 8.5% 11.8% 14.9%
Total countercyclical revenues ........................... 54.2% 65.3% 73.6%



Cyclical revenues and cash flows tend to increase during economic expansions and decrease during
economic downturns. In contrast, countercyclical revenues and cash flows tend to increase during economic
downturns and decrease during economic expansions, and non-cyclical revenues and cash flows tend to remain
relatively unaffected by changes in the economic cycle. For example, absent government intervention, a
worsening economy tends to lead to a higher rate of residential mortgage foreclosures and a greater number of
foreclosure-related public notices being published, while an improving economy tends to have the opposite
impact. We believe that revenues associated with our litigation support services and subscription and other
revenues in our Business Information Division are primarily non-cyclical because such revenues do not tend to
fluctuate with the economic cycles. We regard our public notice revenues as both cyclical/non-cyclical and
countercyclical because a portion of such revenues are related to foreclosure notices, which are countercyclical,
and the balance of such revenues are related to listings for fictitious business names, limited liability companies
and other entity notices, which are typically non-cyclical.

Our History

The Dolan Company is a Delaware corporation incorporated in March 2003 under the name DMC II
Company to continue operations started in 1992 by our predecessor company, named Dolan Media Company. In
July 2003, after our predecessor company spun off its business information and other businesses to us in
connection with a restructuring, we resumed operations under the name Dolan Media Company. In 2010, we
changed our name from Dolan Media Company to The Dolan Company.

We have a successful history of growth through acquisitions. We have completed more than 70 acquisitions
under both our predecessor company from 1992 through March 2003, and since March 2003, including one
acquisition in 2011. In July 2011, we acquired substantially all of the assets of ACT Litigation Services, Inc.
(“ACT”). ACT specializes in providing technology and process solutions to clients with electronic discovery
needs, and also provides hosting and review services. ACT is part of our DiscoverReady business.

We expect that our acquisitions will continue to be a component of growth in our three operating segments.
We also expect to continue to identify opportunities to expand the businesses in our Professional Services
Division by starting operations in markets where we have not previously provided these services or by acquiring
business lines that we have not previously provided. For more information about ACT, the business we acquired
in 2011, you should refer to “Item 7: Management’s Discussion and Analysis of Financial Condition and Results
of Operations — Recent Acquisitions” below.

Our Industries
Professional Services

Our Professional Services Division consists of two operating segments: mortgage default processing
services and litigation support services. Our mortgage default processing services segment comprises the
operations of NDeX. Our litigation support services segment comprises the operations of DiscoverReady, our
discovery management and document review services business, and Counsel Press, our appellate services
business. We provide these support services to the legal profession. In addition, NDeX also provides its services
directly to mortgage lenders and loan servicers on California foreclosure files. Companies are increasingly
looking for ways to control legal costs and for legal work to be performed by the lowest cost high-quality
provider.

Mortgage Default Processing Services

Prior to 2011, the volume of delinquencies and defaults over the previous few years had been at historically
high levels and had created additional demand for default processing services and had served as a growth catalyst
for the mortgage default processing market. However, beginning in late 2010, as a result of marketplace and
regulatory dynamics, many large loan servicers began to slow down and reduce the referral of defaulted files for

5



foreclosure processing while they review their processes and practices. We believe this to be a temporary
slowdown, and while we do not expect the level of referrals will be as high in the coming years as they were for
the few years prior to 2011, we expect the temporary slowdown to end sometime in 2012 and the flow of
foreclosures to resume at higher levels. See, however, “Item 1A: Risk Factors” for a discussion of increased
regulations and voluntary foreclosure relief programs that could have an adverse impact on the mortgage default
processing market.

Litigation Support Services

One of the litigation support services we provide is discovery management and document review services,
including certain technology services related to processing and hosting the data. Discovery is the process by
which parties use the legal system to obtain relevant information, primarily in litigation, regulatory, and
governmental investigation matters. Some United States companies with in-house legal departments choose to
perform or manage some portions of the discovery process in-house, rather than outsourcing them. This process
can be expensive and time-consuming for companies and their lawyers depending upon the volume of emails,
electronic files and paper documents a company must review to respond to a document request. As the volume of
data requiring review continues to increase, we anticipate that companies and their lawyers will be required to
find more cost-effective and efficient solutions to managing their discovery process.

We also provide appellate services to lawyers in connection with both state and federal appeals. We
currently perform more state appellate work, as state appellate case volume generally is larger than federal case
volume. There are typically about 300,000 state appeals filed each year, compared to approximately 58,000
federal appeals filed per year, according to information available to us from the Administrative Office of the U.S.
Courts and the National Center for State Courts. While certain states, such as New York, have very specific
appellate filing requirements, federal appeals typically are more complicated and have more challenging
document and filing requirements. Our clients typically require Counsel Press’ expertise more when their cases
are more complicated and the filing requirements are more challenging.

Business Information

We provide business information products to companies and professionals in the legal, financial, real estate
and governmental affairs sectors primarily through print and online business journals and court and commercial
newspapers, as well as other electronic media offerings. Our business journals generally rely on display and
classified advertising as a significant source of revenue and provide content that is relevant to the business
communities they target. Our court and commercial newspapers generally rely on public notices as their primary
source of revenue and offer extensive and more focused information to the legal communities they target. All of
our business journals and court and commercial newspapers also generate circulation revenue to supplement their
advertising and public notice revenue base. We believe, based on data we have collected over several years, that
there are more than 230 local business journals and more than 350 court and commercial newspapers nationwide,
which generated approximately $2.0 billion in revenues in 2011.

Mainstream media outlets, such as television, radio, metropolitan and national newspapers and the Internet,
generally provide broad-based information to a geographically dispersed or demographically diverse audience.
By contrast, we provide proprietary content that is tailored to the legal, financial and real estate sectors of each
local and regional market we serve and that is not readily obtainable elsewhere. Our business information
products are often the only source of local information for our targeted business communities and compete only
to a limited extent for advertising customers with other media outlets, such as television, radio, metropolitan and
national newspapers, the Internet, outdoor advertising, directories and direct mail.

We are qualified to carry public notices in 14 of the 21 markets we serve. A public notice is a legally
required announcement informing citizens about government or government-related activities that may affect
citizens’ everyday lives. Most of these activities involve the application of governmental authority to a private
event, such as a mortgage foreclosure or probate filing, and notices also can include listings for fictitious
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business names, limited liability companies and other entities, notifications of unclaimed property, governmental
hearings and trustee sales. Every jurisdiction in the United States has laws that regulate the manner in which
public notices are published. Statutes specify wording, frequency of publication and other unusual characteristics
that may vary according to jurisdiction and make the publication of public notices more complex than traditional
advertising. These laws are designed to ensure that the public receives important information about the actions of
its government from a newspaper that is accessible and already a trusted source of community information.
Currently, local newspapers generally are the medium that is used to satisfy laws regulating the process of
notifying the public. The extensive qualification requirements for publishing public notices serve as barriers to
entry to new and existing publications that desire to carry public notices.

In 2010, we acquired DataStream Content Solutions, LLC (“DataStream”) and certain assets of Federal
News Service, Inc. (“Federal News™), and we formed a new joint venture, Legislative Information Services of
America, LLC (“LISA”). As a result, through new subscription-based offerings, DataStream, Federal News and
LISA bring us into new industries with their transcription services and customized access to state and federal
legislative and regulatory data. The market for these products and services includes government agencies,
including the U.S. Congress; news media and other business information providers; and governmental relations
professionals in lobbying firms and Fortune 1000-level companies throughout the U.S.

Our Products and Services
Professional Services — Mortgage Default Processing Services Segment

We offer mortgage default processing and related services through our majority-owned subsidiary, NDeX,
to our eight law firm customers and, on California foreclosure files, to mortgage lenders and loan servicers. We
currently own 93.8% of the membership interests in NDeX. Generally, NDeX assists its law firm and other
customers in processing foreclosure, bankruptcy, eviction and, to a lesser extent, litigation and other mortgage
default related case files, in connection with residential mortgage defaults in California, Florida, Georgia,
Indiana, Michigan, Minnesota, Nevada and Texas. NDeX also provides real estate title services to the Barrett
Law Firm and provides loan modification and loss mitigation support on mortgage default files to its customers.

Our largest customer is the Barrett Law Firm, which represented approximately 45% of our mortgage
default processing services segment revenues and 20% of our total revenues in 2011. Trott & Trott is our second
largest customer, representing 26% of our mortgage default processing services segment revenues and 12% of
our total revenues in 2011. In 2011, the top 10 clients of our law firm customers accounted for 72% of the
mortgage default case files handled by our law firm customers. In 2011, we received approximately 317,200
mortgage default case files for processing from our customers.

Pursuant to 15- to 25-year services agreements, NDeX is the sole provider of processing services for
foreclosure, bankruptcy, eviction and, to a lesser extent, litigation, for residential mortgage defaults to its eight
law firm customers. These contracts provide for the exclusive referral to NDeX of processing work related to
residential mortgage default case files handled by each law firm, although Trott & Trott and the Barrett Law
Firm may send files elsewhere if directed by their respective clients. All of NDeX’s customers pay a fixed fee per
file based on the type of file that NDeX services. The initial term of our services agreements with the Trott &
Trott and the Barrett Law Firm expire in 2021 and 2033, respectively. The initial term of our services agreements
with other law firm customers expire between 2022 and 2030. In each case, the initial terms of these services
agreements will automatically renew for up to two successive five-to ten-year periods unless either party elects to
terminate the term then-in-effect with prior notice. During the term of our services agreement with our law firm
customer in Indiana, we have agreed not to provide mortgage default processing services with respect to real
estate located in Indiana for any other law firm. Similarly, we have agreed with our law firm customer in
Minnesota not to provide our services to any other law firm with respect to Minnesota real estate during the term
of our services agreement. We also agreed with the Albertelli Law Firm, our Florida law firm customer, that we
would not provide our services with respect to real estate located in Florida for any other law firm until after
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October 2011. For the years ended December 31, 2011, 2010 and 2009, our mortgage default processing services
segment accounted for 46%, 54%, and 59% of our total revenues and 63%, 74% and 88% of our Professional
Services Division’s total revenues, respectively.

The default processing begins when a borrower defaults on mortgage payment obligations and the mortgage
lender or servicer sends the case file containing the relevant information regarding the loan to our law firm
customer, or directly to NDeX, with respect to residential real estate located in California. Our law firm
customers are retained by mortgage lending and mortgage servicing firms to provide counsel with respect to the
foreclosure, eviction, bankruptcy and, to a lesser extent, litigation and other mortgage default related case files in
each of the states in which we provide these services for residential mortgage defaults.

The procedures surrounding the foreclosure process involve numerous steps, each of which must adhere to
strict statutory guidelines and all of which are overseen and directed by attorneys at our law firm customers.
NDeX assists these customers with processing residential mortgage defaults, including data entry, supervised
document preparation, mailing of required notices and placements of required publications and other non-legal
processes. Specific procedural steps in the foreclosure process vary by state.

We service customers in both non-judicial and judicial foreclosure states. In a judicial foreclosure state, a
loan is secured by a mortgage and the foreclosing party must file a complaint and summons that begin a lawsuit
requesting that the court order a foreclosure. In a non-judicial state, a loan is secured by a mortgage that contains
a power of sale clause, and the lender may begin the foreclosure process without a court order.

Fees. Government sponsored entities, including Fannie Mae and Freddie Mac, monitor and establish
guidelines that are generally accepted by mortgage lending and mortgage servicing firms nationwide for the per
file case fees to be paid to their counsel. Thus, our law firm customers receive a fixed fee per file from their
clients and we then receive our agreed upon fixed fee per file from the applicable law firm. Under the services
agreements with our law firm customers, we are entitled to receive a fee when our law firm customer directs us
to begin processing a residential mortgage case file, regardless of whether the case proceeds all the way to
foreclosure, eviction, bankruptcy or litigation. If our customers’ client proceeds to eviction or chooses to litigate,
or if the borrower files for bankruptcy, and in some instances when the time to process the file is prolonged, we
receive additional fixed fees per case file. In California, foreclosures may be undertaken by non-attorneys. Thus,
in the case of the majority of California foreclosure files, we receive the full fee directly from our customers, the
mortgage lender or loan servicers.

Technology. NDeX has two proprietary case management software systems that store, manage and report
on the large amount of data associated with each foreclosure, bankruptcy, eviction or litigation case file serviced
by NDeX in each of the states in which we do business. Under both systems, each case file is scanned, stored and
tracked digitally, thereby improving record keeping. The systems also provide NDeX’s management with real-
time information regarding employee productivity and the status of case files. In 2012, we intend to implement
Barrett-NDEx and continue to migrate NDeX Florida on the case management system originally developed for
use in Michigan, so that we are using the same system in all of the states where we do business.

Professional Services — Litigation Support Services Segment

Through our litigation support services segment, we provide outsourced litigation support services to major
United States and global companies and their in-house lawyers and law firms, through DiscoverReady, and we
provide outsourced appellate services to local and regional law firms through Counsel Press. DiscoverReady, in
which we own a 90.0% interest, provides discovery management and document review services, including
certain technology services related to processing and hosting the data. Counsel Press assists law firms in
organizing, preparing and filing appellate briefs, records and appendices, in paper and electronic formats. For the
years ended December 31, 2011, 2010 and 2009, our litigation support services segment accounted for 27%, 19%
and 8% of our total revenues and 37%, 26% and 12% of our Professional Services Division’s total revenues,
respectively.



Discovery is the process by which parties use the legal system to obtain relevant information, primarily in
litigation, regulatory and government investigation matters. This process can be expensive and time-consuming
for companies depending upon the volume of emails, electronic files and paper documents a company must
review to respond to a document request. DiscoverReady assists these companies and their counsel in document
reviews and managing the discovery process. DiscoverReady also provides related technology management
services. In 2011, DiscoverReady had two customers who each accounted for more than 10% of its revenues,
together accounting for 11% of total consolidated revenues.

Our litigation support services professionals at Counsel Press provide clients with consulting services,
including procedural and technical advice and support with respect to U.S. state and federal appellate processes.
With our assistance, our customers are able to file high-quality appellate briefs, records, appendices, and other
documents that comply with the highly-localized and specialized rules of each court in which appeals are filed.
Counsel Press also offers a full range of traditional printing services and electronic filing services. For example,
Counsel Press provides the appellate bar with printing and filing services using its “Counsel Press E Brief”
electronic and interactive court filing technology, which converts paper files containing case citations,
transcripts, exhibits and pleadings, as well as audio and video presentations, into integrated and hyperlinked
electronic media that can be delivered on CD-ROM or over the Internet. Counsel Press’ case management system
and other proprietary business process applications are an important component of our digital strategy that
enables our customers to more efficiently manage the appeals process.

Our appellate services are critical to our customers as their ability to satisfy their clients’ needs depends
upon their ability to file a timely appeal that complies with a particular court’s technical requirements. Using our
proprietary case management system, Counsel Press is able to process, even on short notice, files that exceed
50,000 pages, producing on-deadline filings meeting exacting court standards. In 2011, Counsel Press assisted
more than 7,000 individual attorneys working within law firms, corporations, non-profit agencies, and
government agencies in organizing, printing and filing appellate briefs and other documents in many states, all of
the federal courts of appeals and the U.S. Supreme Court. In addition to its appellate services, Counsel Press
provides additional tracking and professional services to its clients.

Fees. We charge our customers fees for our litigation support services, which are generally based upon the
volume of data that we manage, the number of documents that we review, the type of technology utilized, the
number of consulting hours employed, the size and complexity of the matter, and the requirements of the court or
client.

Technology. DiscoverReady uses technology-aided systems to host, manage and automate the document
review process. These systems are consolidated in our New York, Michigan, Connecticut, California and
Massachusetts data centers, and are used nationwide in our e-discovery efforts. We have developed flexible
technology that integrates third-party and custom-built tools to deliver efficient combinations of data collection,
processing, hosting, review, privilege identification and production to our customer projects. Our technology
allows us to simultaneously support numerous projects, allowing each to be in a different stage, and to operate
with a custom workflow. Our systems and processes follow rigorous security standards and routinely pass our
customers’ exacting standards and audits. We consistently improve the system that delivers our e-discovery
process by adding new technology and by increasing automation, and we are in the final stages of deploying our
next generation system that will significantly increase the speed, capacity and capability of our processes.

Counsel Press uses a proprietary case-management system and proprietary web-based applications within
that system to manage our customer relationships and files. Each Counsel Press staff member has access to real-
time information about any file we are managing, or have managed, or seek to manage. We store large amounts
of data and summarize that data for our management and staff in reports on productivity, workload, market
opportunity, case management and case processing functions. Our primary customer-facing technology is our CP
Client Portal which is available via secure Internet connection. The CP Client Portal provides our clients real-
time access to the information we create and files we collect.
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Business Information

Our business information products are important sources of necessary information for the legal, financial
and real estate sectors in the 21 markets that we serve in the United States. We provide our business information
products through our portfolio of approximately 60 publications and 80 web sites. We also operate specialized
information services covering legislative and regulatory activities and providing transcription, media monitoring
and translation services.

We believe, based on our 2011 revenues, we are the second largest publisher of local business journals in
the United States and the second largest publisher of court and commercial publications that specialize in
carrying public notices. The business information products we target in the Minnesota and Missouri markets each
accounted for just more than 10% of our business information revenues for 2011, and together accounted for 7%
of our total 2011 revenues. Our business information products contain proprietary content written and created by
our staff and local expert contributors and stories from newswires and other relevant sources. Our journalists and
contributors contribute, on average, over 1,000 articles and stories per week to our print titles and web sites that
are tailored to the needs and preferences of our targeted markets.

We strive to be the most immediate and primary source of industry information to our audience, offering
necessary proprietary content that enhances the daily professional activities of our readers. Our business
information products offer timely news, insight and commentary that inform and educate professionals in the
legal, financial, real estate and governmental affairs sectors about current topics and issues affecting their
professional communities. Specifically, our content focuses on enabling our readers to be well-informed of
industry dynamics, their competitors, recent transactions in their market, and current and potential client
opportunities.

We also offer to legal professionals related product enhancements and auxiliary products, such as
directories, local judicial and courthouse profiles, legal forms and “new attorney” kits. Additionally, several of
our titles provide information regarding construction data and bidding information on hundreds of projects each
day, while other publications offer comprehensive coverage of the real estate industry, including listings and
foreclosure reports. Our business information portfolio also includes certain titles and online alert services that
provide information about regulatory agencies, legislative activities and local political news that are of interest to
legislators, lobbyists and the greater political community.

In addition to our various print titles, we employ a digital strategy to provide our business information
products electronically through our web sites and our email notification systems that offer both free and
subscription-based content. We customize the delivery of our proprietary content to meet our customers’ needs.
Our email notification systems allow us in real-time to provide up-to-date information to customers, who can
conveniently access such information, as well as other information on our web sites, from a desktop, laptop or
mobile device. Our digital strategy acts both as a complement to our print publications, with subscribers to a
variety of our publications having access to web sites and email notifications associated with such publications,
and independently, with exclusive paid subscription access to most of our web services. Our electronic content
includes access to stand-alone subscription products, archives of articles, legislative tracking and alert services
and case digests containing case summaries, local verdicts and settlements, judicial profiles and email alerts
containing case summaries and links to decisions in subscribers’ selected practice areas.

We sell packaged print and online advertising products to advertisers that desire to reach readers through
different media. Dolan Media Newswires, our Internet-based, subscription newswire, is available at
www.dolanmedianewswires.com for news professionals and represents the work of our journalists and
contributors. We also operate online, subscription-based legislative information services that are used by
lobbyists, associations, corporations, unions, government affairs professionals, state agencies and the media in
Arizona, Minnesota and Oklahoma. Through these services, we offer online legislation tracking, up-to-date
legislative news and other highly-detailed legislative information.
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Through DataStream, we offer customized access to legislative databases which provide state and federal
legislative and regulatory information. DataStream’s proprietary processes and technology transform highly
complex and unstructured data into valuable products and services for its business and government clients. It
specializes in applying XML markup language to convert complex and unstructured data into “smarter” forms,
allowing flexible queries and dynamic database updates. DataStream’s proprietary business lines include
Legislative Impact® and Regulatory Impact®, data management technologies which simplify searches of vast
federal databases and are licensed to business clients and to the U.S. House of Representatives Office of
Legislative Counsel. DataStream also offers other data management, conversion and analytic tools and services.

Through Federal News, we offer transcription services. Federal News’ transcriptions, delivered to
subscribers through our website and email alerts, cover presidential public appearances; major congressional
hearings; speeches, statements and press conferences by administration leaders, congressional leaders and their
spokespersons; briefings and important events at the White House, Departments of State, Defense, Justice and
Homeland Security and the Office of the U.S. Trade Representative; speeches and press conferences by visiting
international leaders; political interviews on television; and key events during presidential campaigns.

Advertising. All of our print products, as well as a large number of our electronic products, carry
commercial advertising, which consists of display and classified advertising. For the years ended December 31,
2011, 2010 and 2009, advertising (including revenues from events discussed under “Seminars, Programs and
Other Events” below) accounted for 8%, 7% and 9% of our total revenues and 29%, 27% and 27% of our
Business Information Division’s total revenues, respectively. We generate our advertising revenues from a
variety of local business and individual customers in the legal, financial and real estate sectors that we serve. For
example, our top 10 advertising customers only represented, in the aggregate, 2% of our total Business
Information revenues in 2011. Additionally, for the year ended December 31, 2011, we derived approximately
94% of our advertising revenues from local advertisers and about 6% of our advertising revenues from national
advertisers (i.e., advertisers that place advertising in several of our publications at one time). Because spending
by local advertisers is generally less volatile than that of national advertisers, we believe that our advertising
revenue streams carry a greater level of stability than publications that carry primarily national advertising and
therefore we are better positioned to withstand broad downturns in advertising spending.

Public Notices. Public notices are legal notices required by federal, state or local law to be published in
qualified publications. A publication must typically satisfy several legal requirements in order to provide public
notices. In general, a publication must possess a difficult-to-obtain U.S. Postal Service periodical permit, be of
general and paid circulation within the relevant jurisdiction, include news content, and have been established and
regularly and uninterruptedly published for one to five years immediately preceding the first publication of a
public notice. Some jurisdictions also require that a public notice business be adjudicated by a governmental
body. We are qualified to carry public notices in 14 of the 21 markets in which we publish business journals or
court and commercial newspapers. Our court and commercial newspapers publish more than 350 different types
of public notices, including foreclosure notices, probate notices, notices of fictitious business names, limited
liability company and other entity notices, trustee sale notices, unclaimed property notices, notices of
governmental hearings, notices of elections, bond issuances, zoning matters, bid solicitations and awards and
governmental budgets. For the years ended December 31, 2011, 2010 and 2009, public notices accounted for
12%, 15% and 19% of our total revenues and 42%, 55% and 57% of our Business Information Division’s total
revenues, respectively. We believe that over 90% of our public notice customers in 2011 also published public
notices in 2010. Our primary public notice customers include real estate-related businesses and trustees,
governmental agencies, attorneys and businesses or individuals filing fictitious business name statements.

Subscription-Based Revenues and Other. We sell our business information products primarily through
subscriptions to our publications, web sites and email notification systems, legislative databases, and
transcription services. We also provide commercial printing services and sell database information through
royalty or licensing fee arrangements. For the years ended December 31, 2011, 2010 and 2009, our subscription-
based and other revenues accounted for 8%, 5% and 6%, respectively, of our total revenues and 28%, 18% and
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17% of our Business Information Division’s total revenues, respectively. Subscription renewal rates for our
business information products were 80% in the aggregate in 2011, compared to 81% in 2010. Our renewal rates
reflect that our products are relied upon as sources of necessary information by the business communities in the
markets we serve.

Seminars, Programs and Other Events. We believe that one of our strengths is our ability to develop,
organize and produce professional education seminars, awards programs and other local events to demonstrate
our commitment to our targeted business communities, extend our market reach and introduce our services to
potential customers. While we generally charge admission and/or sponsorship fees for these seminars, awards
programs and other local events, these events also offer opportunities for cross-promotion and cross-selling of
advertising with our local print products that produce the event. Our sponsored events attracted approximately
42,000 attendees and 900 paying sponsors in 2011. Revenues from our events are included as part of our display
and classified advertising revenues.

Printing. We print seven of our business information publications at one of our three printing facilities
located in Baltimore, Minneapolis and Oklahoma City. The printing of our other print publications is outsourced
to printing facilities owned and operated by third parties. We purchase some of our newsprint from
U.S. producers directly, but most of our newsprint is purchased indirectly through our third-party printers.
Newsprint prices are volatile and fluctuate based upon factors that include both foreign and domestic production
capacity and consumption. Newsprint, together with outsourced printing costs, accounted for about 8% of
operating expenses attributable to our Business Information Division in the year ended December 31, 2011.

Investments

We have, at times, made strategic minority investments in private companies. We have two equity method
investments, the most significant of which is The Detroit Legal News Publishing, LLC (“DLNP”), Michigan’s
largest court and commercial newspaper publisher. DLNP also publishes several other court and commercial
newspapers and operates a statewide public notice placement network. We own a 35.0% membership interest in
DLNP.

Competition
Professional Services Division — Mortgage Default Processing Services

Some mortgage loan lenders and servicers have in-house mortgage default processing service departments,
while others outsource this function to law firms that offer internal mortgage default processing services or have
relationships with third-party providers of mortgage default processing services. We estimate that the outsourced
mortgage default processing services market primarily consists of the back-office operations of approximately
350 local and regional law firms. Mortgage lending and mortgage loan servicing firms demand high service
levels from their counsel and the providers of mortgage default processing services, with their primary concerns
being the efficiency and accuracy by which counsel and the provider of processing services can complete the file
and the precision with which loss mitigation efforts are pursued. Accordingly, mortgage default processing
service firms compete on the basis of efficiency by which they can process files and the quality of their mortgage
default processing services. We believe that increasing case volumes and rising client expectations provide us an
opportunity due to our ability to leverage our proprietary case management systems to provide efficient and
effective services on a timely basis.

Professional Services Division — Litigation Support Services

The market for litigation support services is highly fragmented and we believe that it includes a large
number of document review companies and appellate service providers across the country as well as an unknown
number of law firms who provide these services directly for their clients. We also believe that many United
States companies that would benefit from our litigation support services have in-house legal departments that
provide and manage a number of our services for the company. We compete with a large number of service
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providers in this segment and believe that document review and discovery management service providers (like
DiscoverReady) include consulting practices of a number of major accounting firms and general management
consulting firms. We believe that most appellate service providers (like Counsel Press) are general printing
service companies that do not have the resources or experience to assist counsel with large or complex appeals or
to prepare electronic filings, including hyperlinked digital briefs, that are being required by an increasing number
of appellate courts. This presents us with an opportunity to compete on the basis of the quality and array of
services we offer, as opposed to the price of such services. We believe that, in addition to price pressure, the
other principal competitive factors in this segment are our ability to attract and retain qualified professionals, our
relationships with customers, our reputation and the ability to provide high-quality services while still managing
engagements effectively.

Business Information Division

Our Business Information Division’s customers focus on the quantity and quality of necessary information,
the quantity and type of advertising, timely delivery and, to a lesser extent, price. We benefit from well-
established customer relationships in each of the target markets we serve. We have developed these strong
customer relationships over an extended period of time by providing timely, relevant and dependable business
information products that have created a solid foundation of customer loyalty and a recognized brand in each
market we serve.

Our segment of the media industry is characterized by high barriers to entry, both economic and social. The
local and regional communities we serve generally can sustain only one publication as specialized as ours.
Moreover, the brand value associated with long-term reader and advertiser loyalty, and the high start-up costs
associated with developing and distributing content and selling advertisements, help to limit competition.
Subscription renewal rates for local business journals and court and commercial periodicals are generally high.
Accordingly, it is often difficult for a new business information provider to enter a market and establish a
significant subscriber base for its content.

We compete for display and classified advertising and circulation with at least one metropolitan daily
newspaper and one local business journal in many of the markets we serve. Generally, we compete for these
forms of advertising on the basis of how efficiently we can reach an advertiser’s target audience and the quality
and tailored nature of our proprietary content. We compete for public notices with usually one metropolitan daily
newspaper in the 14 markets in which we are qualified to publish public notices. We compete for public notices
based on our expertise, focus, customer service and competitive pricing.

Our legislative and political information businesses, DataStream and Federal News, are based chiefly on a
subscription model, and by providing highly targeted or uniquely customized information, both have developed
long-term and close customer relationships. DataStream’s management and conversion of data for government
clients, including the U.S. House of Representatives and the Library of Congress, has allowed DataStream to
develop proprietary systems for efficiently capturing and enhancing complex feeds of government data which, in
turn, are relied upon by the leading business and legislative information service providers and aggregators in
Washington D.C. We believe these relationships with both government information sources and the distributors
of government information create a high barrier to entry, with our main competitors being large information and
data service providers. Federal News Service, which similarly provides transcription services to information
aggregators in addition to news media, government relations professionals, government agencies and foreign
embassies, does face direct competition from a unit of a Washington D.C.-based legislative and political
information service.

Intellectual Property

We rely on a combination of trademark, copyright, and patent laws and filings, as well as trade secrets laws,
license agreements and confidentiality agreements and practices, to protect our intellectual property and
proprietary rights. We own many registered and unregistered trademarks for use in our business, including
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trademarks in the mastheads of all but one of our print products, and trade names, including NDeX, Counsel
Press and DiscoverReady. If trademarks remain in continuous use in connection with similar goods or services,
their term can be perpetual, subject, with respect to registered trademarks, to the timely renewal of their
registrations with the United States Patent and Trademark Office. We have a perpetual, royalty-free license for
New Orleans CityBusiness, which, except for our military newspapers, is the only one of our print titles for
which we do not own a registered or unregistered trademark.

We approach copyright ownership with respect to our publications in a manner customary in the publishing
industry. We own the copyright in all of our newspapers, journals and newsletters as compilations, and we
generally own the copyright in our other print products. With respect to the specific articles in our publications,
with the exception of certain of our military newspapers, we own all rights, title and interest in original materials
created by our full-time journalists, designers, photographers and editors. For outside contributors, we generally
obtain all rights, title and interest in the work or the exclusive “first-time publication” and non-exclusive
republication rights with respect to publication in our print and electronic business information products. We
license the content of many of our Business Information products to several third-party information aggregators
on a non-exclusive basis for republication and dissemination on electronic databases marketed by the licensees.
These are multi-year licenses which are subject to renewal. We also license Dolan Media Newswires to third-
party publications.

We sold our patent related to bankruptcy claim processing in 2011, and currently have 10 United States
patent applications pending on recent DiscoverReady, DataStream and NDeX innovations. We have copyright
and trade secret rights in our proprietary case management software systems, document conversion system and
other software products and information systems. We also have extensive subscriber and other customer
databases we believe would be extremely difficult to replicate. We attempt to protect our software, systems and
databases as trade secrets by restricting access to them and by using confidentiality agreements.

Despite the various means we have taken to protect our intellectual property and proprietary rights, it is
possible that others may obtain information we regard as confidential or that others will independently develop
similar software, databases, business methods or customer lists. In addition to the proprietary rights we have and
the means we have taken to protect them, we believe our continued success also depends on our name
recognition, product enhancements and new product developments, and the knowledge, skill and expertise of our
personnel.

Employees

As of December 31, 2011, we employed 2,006 persons, of whom 1,135 were employed by NDeX in our
mortgage default processing services segment, 282 were employed in our litigation support services segment,
525 were employed in our Business Information Division (which is also a segment) and 64 of whom served in
executive or administrative capacities. Three unions represent a total of 14 employees. We believe we have a
good relationship with our employees.

Other Information about The Dolan Company

You may learn more about us from our web site at www.thedolancompany.com. However, the information
and other material available on our web site is not part of this annual report. We file with the SEC, and make
available on our web site as soon as reasonably practicable after filing, our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments of those reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Exchange Act. Please see Note 17 of our audited consolidated financial
statements later in this report for information about financial information related to our segments for the last
three fiscal years.
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Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider the following
risks as well as the other information contained in this annual report on Form 10-K, including our consolidated
financial statements and the notes to those statements, before investing in shares of our common stock. As
indicated earlier in this annual report on Form 10-K under the title “Cautionary Note Regarding Forward
Looking Statements,” certain information contained in this annual report are forward-looking statements. If any
of the following events actually occur or risks actually materialize, our business, financial condition, results of
operations or cash flow could be materially adversely affected and could cause our actual results to differ
materially from the forward-looking statements in this annual report on Form 10-K. In that event, the trading
price of our common stock could decline and you could lose all or part of your investment.

Risks Relating to Our Business in General

We may have difficulty managing our growth, which may result in operating inefficiencies and negatively
impact our operating margins.

Our growth may place a significant strain on our management and operations, especially as we continue to
expand our product and service offerings, the number of markets we serve and the number of local offices we
maintain throughout the United States, including through acquiring new businesses. We may not be able to
manage our growth on a timely or cost effective basis or accurately predict the timing or rate of this growth. We
believe that our current and anticipated growth will require us to continue implementing new and enhanced
systems, expanding and upgrading our data processing software and training our personnel to use these systems
and software. Our growth also has required, and will continue to require, us to increase our investment in
management personnel, financial and management systems, and controls and office facilities. In particular, we
are, and will continue to be, highly dependent on the effective and reliable operation of our centralized
accounting, circulation and information systems. In addition, the scope of procedures for assuring compliance
with applicable rules and regulations has changed as the size and complexity of our business has changed. If we
fail to manage these and other growth requirements successfully or if we are unable to implement or maintain our
centralized systems, or rely on their output, we may experience operating inefficiencies or not achieve
anticipated efficiencies. In addition, the increased costs associated with our expected growth may not be offset by
corresponding increases in our revenues, which would decrease our operating margins.

We intend to continue to pursue acquisition opportunities, which we may not do successfully and may subject
us to considerable business and financial risks.

We have grown, and anticipate that we will continue to grow, through opportunistic acquisitions of
professional services and business information businesses. While we evaluate potential acquisitions on an
ongoing basis, we may not be successful in assessing the value, strengths and weaknesses of acquisition
opportunities or completing acquisitions on acceptable terms. For example, to the extent that market studies
performed by third parties are not accurate indicators of market and business trends, we may not appropriately
evaluate or realize the future market growth or business opportunities in targeted geographic areas and business
lines that we expect from an acquisition. Furthermore, we may not be successful in identifying acquisition
opportunities, and suitable acquisition opportunities may not be made available or known to us. In addition, we
may compete for certain acquisition targets with companies that have greater financial resources than we do. Our
ability to pursue acquisition opportunities may also be limited by non-competition provisions to which we are
subject. For example, our ability to carry public notices in Michigan and to provide mortgage default processing
services in Indiana and Minnesota is limited by contractual non-competition provisions. We anticipate financing
future acquisitions through cash provided by operating activities, borrowings under our bank credit facility and/
or other debt or equity financing, including takedowns on our $200 million shelf registration statement, which the
SEC declared effective on January 27, 2010. All of these could reduce our cash available for other purposes or, in
the case of a common stock or other equity offering under our shelf registration statement, substantially dilute

15



your investment in us. For example, we were required to incur additional indebtedness to fund the acquisitions of
Barrett-NDEXx, DiscoverReady, and ACT, and this additional debt consumed a significant portion of our ability to
borrow and may limit our ability to pursue other acquisitions or growth strategies.

We may incur significant expenses while pursuing acquisitions, which could negatively impact our financial
condition and results of operations. In 2011, we expensed an aggregate of approximately $0.9 million of
acquisition costs.

Acquisitions that we complete may expose us to particular business and financial risks that include, but are
not limited to:

* diverting management’s time, attention and resources from managing our business;
* incurring additional indebtedness and assuming liabilities;

* incurring significant additional capital expenditures and operating expenses to improve, coordinate or
integrate managerial, operational, financial and administrative systems;

* experiencing an adverse impact on our earnings from non-recurring acquisition-related charges or the
write-off or amortization of acquired goodwill and other intangible assets;

* failing to integrate the operations and personnel of the acquired businesses;
* facing operational difficulties in new markets or with new product or service offerings; and

» failing to retain key personnel and customers of the acquired businesses, including subscribers and
advertisers for acquired publications, clients of the law firm customers served by acquired mortgage
default processing and other customers served by acquired mortgage default processing and litigation
support services businesses.

We may not be able to successfully manage acquired businesses or increase our cash flow from these
operations. If we are unable to successfully implement our acquisition strategy or address the risks associated
with acquisitions, or if we encounter unforeseen expenses, difficulties, complications or delays frequently
encountered in connection with the integration of acquired entities and the expansion of operations, our growth
and ability to compete may be impaired, we may fail to achieve acquisition synergies and we may be required to
focus resources on integration of operations rather than other profitable areas.

We depend on key personnel and we may not be able to operate and grow our business effectively if we lose
the services of any of our key personnel or are unable to attract qualified personnel in the future.

We rely heavily on our senior management team because they have substantial experience with our diverse
product and service offerings and business strategies. In addition, we rely on our senior management team to
identify internal expansion and external growth opportunities. Our ability to retain senior management and other
key personnel is therefore very important to our future success.

We have employment agreements with our senior management, but these employment agreements do not
ensure that they will not voluntarily terminate their employment with us. In addition, our key personnel are
subject to non-competition restrictions, which generally restrict such employees from working for competing
businesses for one year after the end of their employment with us. But these non-compete provisions are not
always enforceable. We do not have key man insurance for any of our current management or other key
personnel. The loss of any key personnel would require the remaining key personnel to divert immediate
attention to seeking a replacement. Competition for senior management personnel is intense, and fit is important
to us. An inability to find a suitable replacement for any departing executive officer or key employee on a timely
basis could adversely affect our ability to operate and grow our business.

16



We are subject to risks relating to litigation due to the nature of our product and service offerings.

We may, from time to time, be subject to or named as a party in libel actions, negligence claims, contract
claims and other legal proceedings in the ordinary course of our business given the editorial content of our
business information products, the technical rules with which our litigation support services and mortgage default
processing businesses must comply, the strict deadlines these businesses must meet, and the vast amounts of data
with which our businesses deal. We could incur significant legal expenses and our management’s attention may
be diverted from our operations in defending ourselves against and resolving claims. An adverse resolution of
any future lawsuit or claim against us could result in a negative perception of us and cause the market price of
our common stock to decline or otherwise have an adverse effect on our operating results and growth prospects.

We rely on exclusive proprietary rights and intellectual property that may not be adequately protected under
current laws, and we may encounter disputes from time to time relating to our or others’ use of intellectual
property of third parties.

Our success depends in part on our ability to protect our proprietary rights. We rely on a combination of
copyrights, trademarks, service marks, trade secrets, patents, domain names and agreements to protect our
proprietary rights. We rely on service mark and trademark protection in the United States to protect our rights to
our key marks and distinctive logos. These measures may not be adequate, or we may not have secured or be able
to secure, appropriate protections for all of our proprietary rights. Despite our efforts to protect these rights,
unauthorized third parties may attempt to use our trademarks, confidential information, inventions and other
proprietary rights. Our management’s attention may be diverted by these attempts and we may need to use funds
in litigation to protect our proprietary rights against any infringement or violation.

We may encounter disputes from time to time over rights and obligations concerning intellectual property,
and we may not prevail in these disputes. Third parties may raise a claim against us alleging an infringement or
violation of trademarks, copyrights, patents or other proprietary rights. Some third party proprietary rights may
be extremely broad, and it may not be possible for us to conduct our operations in such a way as to avoid those
intellectual property rights. Any such claim could subject us to costly litigation and impose a significant strain on
our financial resources and management personnel regardless of whether such claim has merit. Our general
liability insurance may not cover potential claims of this type adequately or at all, and we may be required to
alter our business or pay monetary damages, which may be significant.

We rely on our proprietary case management software systems, our document hosting, processing, conversion
and review systems, and our web sites and online networks, and a disruption, failure or security compromise
of these systems may disrupt our business, damage our reputation and adversely affect our revenues and
profitability.

Our proprietary case management software systems are critical to our mortgage default processing service
business because they enable us to efficiently and timely service a large number of foreclosure, bankruptcy,
eviction and, to a lesser extent, litigation and other mortgage default related case files. Our litigation support
services businesses rely upon proprietary document hosting, conversion, processing and review systems that
facilitate our efficient processing of documents, data, document review, appellate briefs, records and appendices.
Similarly, we rely on our web sites, online networks, and email notification systems to provide timely, relevant
and dependable business information to our customers. Therefore, network or system shutdowns caused by
events such as computer hacking, dissemination of computer viruses, worms and other destructive or disruptive
software, denial of service attacks and other malicious activity, as well as power outages, natural disasters and
similar events, could have an adverse impact on our operations, customer satisfaction and revenues due to
degradation of service, service disruption or damage to equipment and data.

In addition to shutdowns, our systems are subject to risks caused by misappropriation, misuse, leakage,
falsification and accidental release or loss of information, including sensitive case data maintained in our
document and data management systems and credit card information for our business information customers. As
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a result of the increasing awareness concerning the importance of safeguarding personal information, ongoing
attempts to hack and misuse companies’ information, and legislation that continues to be adopted regarding the
protection and security of personal information, information-related costs and risks are increasing, particularly
for businesses like ours that handle a large amount of personal and confidential data.

Disruptions or security compromises of our systems could result in large expenditures to repair or replace
such systems, to remedy any security breaches and protect us from similar events in the future. We also could be
exposed to negligence claims or other legal proceedings brought by our customers or their clients, and we could
incur significant legal expenses and our management’s attention may be diverted from our operations in
defending ourselves against and resolving lawsuits or claims. In addition, if we were to suffer damage to our
reputation as a result of any system failure or security compromise, NDeX’s customers and/or their clients could
choose to send fewer foreclosure, bankruptcy or eviction case files to us and/or our law firm customers. Any
reduction in the number of case files handled by our customers would also reduce the number of mortgage
default case files handled by us. Similarly, our litigation support services clients may elect to use other service
providers. In addition, customers of our Business Information Division may seek out alternative sources of the
business information available on our web sites and email notification systems. Further, in the event that any
disruption or security compromise constituted a material breach under our services agreements, our law firm or
litigation support services customers could terminate these agreements. In any of these cases, our revenues and
profitability could be adversely affected.

We may be required to incur additional indebtedness or raise additional capital to fund our operations and
acquisitions, repay our indebtedness and fund capital expenditures, and this additional cash may not be
available to us on satisfactory timing or terms or at all.

Our ability to generate cash depends to some extent on general economic, financial, legislative and
regulatory conditions in the markets which we serve and as they relate to the industries in which we do business
and other factors outside of our control. We derive a significant portion of our revenues from foreclosures
(approximately 54% of our total revenues in 2011). Therefore, legislation, loss mitigation, moratoria, loan
modifications and other efforts that significantly mitigate and/or delay foreclosures may adversely impact our
ability to use cash flow from operations to fund day-to-day operations in our mortgage default processing
services segment and Professional Services Division, and, to a lesser extent, our Business Information Division,
to repay our indebtedness, to fund capital expenditures, to meet our cash flow needs and to pursue any material
expansion of our business, including through acquisitions or increased capital spending. We may, therefore, need
to incur additional indebtedness or raise funds from the sale of additional equity. Financing, however, may not be
available to us at all, at an acceptable cost or on acceptable terms, when needed. Our existing bank credit facility
may also limit our ability to raise additional funds through debt or equity financing. In addition, if we issue a
significant amount of additional equity securities, the market price of our common stock could decline and our
stockholders could suffer significant dilution of their interests in us.

If our indefinite-lived intangible assets (including goodwill) or finite-lived intangible assets become impaired,
we may be required to record a significant charge to earnings.

In the course of our operating history, we have acquired numerous assets and businesses. Some of our
acquisitions have resulted in the recording of a significant amount of indefinite-lived and finite-lived intangible
assets on our financial statements. At December 31, 2011, our indefinite-lived intangible assets (including
goodwill) were $285.1 million, in the aggregate, and our finite-lived intangible assets, net of accumulated
amortization, were $213.0 million. If we acquire new assets or businesses in the future, as we intend to do, we
may record additional goodwill or other intangible assets.

We assess our goodwill for impairment on an annual basis using a measurement date of November 30 and,
based on this assessment, we have determined that our goodwill is not impaired. See “Item 7: Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting Policies and
Estimates — Intangible Assets and Other Long-Lived Assets” later in this report for information for our annual
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test of goodwill impairment. Accounting standards require that we also assess the impairment of our goodwill
and identifiable intangible assets whenever events, circumstances or other conditions indicate that we may not
recover the carrying value of the asset. This may require us to conduct an interim assessment of our goodwill and
finite-lived intangible assets. As a result of this interim assessment, we may record a significant charge to
earnings in our financial statements during the period in which any impairment of our goodwill or identifiable
intangible assets is determined. A significant charge to earnings, if taken, could adversely affect our business,
financial position, results of operations, and future earnings and, as a result, could cause our stock price to
decline. For example, in 2011, we recorded an impairment charge of $1.9 million, in the aggregate, related to
discontinued operations and changing business conditions.

Our failure to comply with the covenants contained on our debt instruments could result in an event of default
that could adversely affect our financial condition and ability to operate our business as planned.

We have, and will continue to have, significant debt and debt service obligations. Our credit agreement
contains, and any agreements to refinance our debt likely will contain, financial and restrictive covenants that
limit our ability to incur additional debt, including to finance future operations or other capital needs, and to
engage in other activities that we may believe are in our long-term best interests, including to dispose of or
acquire assets. Our failure to comply with these covenants may result in an event of default, which if not cured or
waived, could result in the banks accelerating the maturity of our indebtedness or preventing us from accessing
availability under our credit facility. If the maturity of our indebtedness is accelerated, we may not have
sufficient cash resources to satisfy our debt obligations and we may not be able to continue our operations as
planned. In addition, the indebtedness under our credit agreement is secured by a security interest in substantially
all of our tangible and intangible assets, including the equity interests of our subsidiaries, and therefore, if we are
unable to repay such indebtedness the banks could foreclose on these assets and sell the pledged equity interests,
which would adversely affect our ability to operate our business.

The market price of our common stock has been, and may continue to be, highly volatile. The market price of
our common stock depends on a variety of factors, which could cause our common stock to trade at prices
below the price you have paid.

Our common stock has traded on the New York Stock Exchange under the symbol “DM” since August 2,
2007. Since that time, the closing sales price of our common stock has ranged from a high of $30.84 to a low of
$2.97 per share. The market price of our common stock could continue to fluctuate significantly in the future.
Some of the factors that could affect our share price include, but are not limited to:

« variations in our quarterly or annual operating results;
« changes in the legal or regulatory environment affecting our business;

« changes in our earnings estimates or expectations as to our future financial performance, including
financial estimates by securities analysts and investors;

« the contents of published research reports about us or our industry or the failure of securities analysts to
cover our common stock;

« additions or departures of key management personnel;

* any increased indebtedness we may incur in the future;

« announcements by us or others and developments affecting us;

» actions by institutional stockholders;

« changes in market valuations of similar companies;

« speculation or reports by the press or investment community with respect to us or our industry in general;

» future offerings of debt or equity;
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* future offerings of our common stock in the public market; and

* general economic, market and political conditions.

These factors could cause our common stock to trade at prices below the price you paid for our common
stock, which could prevent you from selling your common stock at or above this price. In addition, the stock
market in general, and the New York Stock Exchange in particular, has from time to time, experienced
significant price and volume fluctuations that have affected the market prices of individual securities. These
fluctuations often have been unrelated or disproportionate to the operating performance of publicly traded
companies. In the past, following periods of volatility in the market price of a particular company’s securities,
securities class action litigation has often been brought against that company. If similar litigation were instituted
against us, it could result in substantial costs and divert management’s attention and resources from our
operations.

Anti-takeover provisions in our amended and restated certificate of incorporation, amended and restated
by-laws and stockholder rights plan may discourage, delay or prevent a merger or acquisition that you may
consider favorable or prevent the removal of our current board of directors and management.

Our amended and restated certificate of incorporation, amended and restated bylaws and stockholder rights
plan could delay, defer or prevent a third party from acquiring us, despite the possible benefit to our
stockholders, or otherwise adversely affect the price of our common stock and your rights as a holder of our
common stock. For example, our amended and restated certificate of incorporation and amended and restated
bylaws (1) permit our board of directors to issue one or more series of preferred stock with rights and preferences
designated by our board, (2) stagger the terms of our board of directors into three classes and (3) impose advance
notice requirements for stockholder proposals and nominations of directors to be considered at stockholders’
meetings. In addition, our stockholder rights plan, which our board adopted on January 29, 2009, and which was
amended on May 26, 2010, entitles the holders of rights, when exercisable, to acquire, in exchange for the
exercise price of each right, shares of our common stock, having a value equal to two times the exercise price of
each right. These provisions may discourage potential takeover attempts, discourage bids for our common stock
at a premium over market price or adversely affect the market price of, and the voting and other rights of the
holders of, our common stock. These provisions could also discourage proxy contests and make it more difficult
for you and other stockholders to elect directors other than the candidates nominated by our board. We are also
subject to Section 203 of the Delaware General Corporation Law, which generally prohibits a Delaware
corporation from engaging in any of a broad range of business combinations with any “interested” stockholder
for a period of three years following the date on which the stockholder became an “interested” stockholder and
which may discourage, delay or prevent a change of control of our company. In addition, our bank credit facility
contains provisions that could limit our ability to enter into change of control transactions.

Risks Relating to Our Professional Services Division

If the number of case files referred to us by our mortgage default processing service law firm customers (or
loan servicers and mortgage lenders we serve directly for mortgage default files in California) decreases or
Jails to increase, or if regulatory, market or other factors cause our law firm customers or their clients to fail
to timely pay for our services, or pay at all, our operating results and ability to execute our growth strategy
could be adversely affected.

NDeX has eight law firm customers and provides mortgage default professing services directly to lenders
and loan servicers for residential real estate in California. Revenues from NDeX constituted 63% and 74% of our
Professional Services Division’s revenues in 2011 and 2010, respectively, and 46% and 54% of our total
revenues in 2011 and 2010, respectively. We are paid different fixed fees for each foreclosure, bankruptcy,
eviction, litigation, and other mortgage default related case files referred by these eight law firms to us for
processing services. Therefore, the success of NDeX and our mortgage default processing services segment is
tied to the number of these case files that each of our law firm customers receives from their mortgage lending
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and mortgage loan servicing firm clients and the number of California foreclosure files we receive directly from
our mortgage lender and loan servicer customers. In 2011, our largest law firm customer was the Barrett Law
Firm, who represented 45% of our mortgage default processing services revenues. Trott & Trott was our second
largest law firm customer in 2011, and accounted for 26% of these revenues. Albertelli Law was our third largest
law firm customer in 2011, and accounted for 13% of these revenues. Also, in 2011, the top ten clients for all of
our law firm customers, on an aggregated basis, accounted for 72% of the case files our law firm customers
directed to us for mortgage default processing services.

Our operating results and ability to execute our growth strategy could be adversely affected if (1) any of our
law firm customers lose business from their clients; (2) these clients are affected by changes in the market and
industry or other factors that cause them to be unable to pay for the services of our law firm customer or reduce
the volume of files referred to our law firm customers which they direct us to process; or (3) our law firm
customers are unable to attract additional business from current or new clients for any reason, including any of
the following: the provision of poor legal services, the loss of key attorneys (such as David A. Trott, who has
developed and maintains a substantial amount of Trott & Trott’s client relationships), the desire of the law firm’s
clients to allocate files among several law firms, or a decrease in the number of residential mortgage foreclosures
in the eight states where we do business, including due to market factors or governmental action. A failure by one
or more of our law firm customers to pay us as a result of these or other factors could materially reduce the cash
flow of NDeX and result in losses in our mortgage default processing services segment. Further, to the extent that
the law firm clients direct the law firms to use another provider of mortgage default processing services or those
clients conduct such services in-house, the number of files we process would be adversely affected. We could
also lose any law firm customer if we materially breach our services agreement with such customer.

Bills introduced and laws enacted to mitigate foreclosures, voluntary relief programs and voluntary halts or
moratoria by servicers or lenders, as well as governmental investigations, litigation and court orders, may
have an adverse affect, and at times have had an adverse effect, on our mortgage default processing services
and public notice operations.

The significant number of mortgage defaults, foreclosures and evictions over the past few years have
resulted, and may continue to result, in new and increased government regulation (either legislatively or through
courts) of residential mortgage products or the foreclosure of delinquent loans. If new or more stringent
regulations are enacted, our customers and/or their clients would likely be subject to these regulations. As a
result, new or more stringent regulations may adversely impact the number of mortgage default files that our law
firm customers receive from their clients and can then direct us to process or that we receive for processing from
our California mortgage lender and loan servicer customers.

Federal, state and local governmental entities and leaders have increasingly focused attention on
foreclosures and have proposed and enacted legislation or taken other action that may have, and some of which
has had, an adverse impact on the number of mortgage default case files NDeX is asked to process, the length of
time it takes to process such files, the time over which we recognize revenue associated with the processing of
those files, the amount of work necessary to manage and process such files, and the number of foreclosure public
notices placed in our Business Information products and DLNP (our minority investment) for publication. Such
legislation includes the Hope for Homeowners Act of 2008, the Emergency Economic Stabilization Act, the
Streamlined Modification Program, and the Homeowner Affordability and Stability Plan (including the Making
Home Affordable Program, the Home Affordable Modification Program (HAMP) and the Home Affordable
Foreclosure Alternatives Program (HAFA)), the Protecting Tenants at Foreclosure Act, and laws passed to
mitigate foreclosures in California, Maryland, Michigan, Indiana, and Florida. There also have been voluntary
foreclosure relief programs developed by lenders, loan servicers and the Hope Now Alliance (a consortium that
includes loan servicers).

The past year continued to include legislation and agency actions aimed at mitigating foreclosures,
additional scrutiny on mortgage foreclosures, and voluntary stoppages of foreclosures by servicers and lenders.
Mortgage foreclosures continued to receive heightened scrutiny due to media coverage of reported procedural
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and documentation error and lapses by other parties in the industry, which were first reported in 2010. The state
attorneys general continued to review the country’s foreclosure processes in 2011, which has culminated in a
multi-state settlement in early 2012. Mortgage servicers continued to react to the attention being paid to the
foreclosure process in 2011 by various government officials, agencies and constituencies with self-imposed
foreclosure sale and eviction moratoria while the servicers verified their internal policies and procedures and
provided related information in response to requests by governmental bodies and officials. The servicers
continued to react to this environment of increased scrutiny by requesting additional information from and
conducting audits on law firms and vendors to which they refer their mortgage foreclosures, including NDeX.

These and other laws, proposed legislation, investigations, directives, voluntary programs, actions, plans,
audits, settlements and court orders, have delayed, and may delay or reduce in the future, the referral of files to
our law firm customers, or in the case of foreclosures on properties located in California, the referral of files
directly to us for processing. In addition, they may continue to increase the processing time and effort required
for the foreclosure files between the referral to the attorney or trustee and the foreclosure sale. In some instances
they may continue to increase the time over which we recognize revenue associated with the processing of such
files, may reduce margins, or may make it more difficult for our law firm customers or their clients to timely pay
for our services.

Similarly, new or more stringent regulations and court orders could adversely affect when public notices are
sent to our business information products or Detroit Legal Publishing News (“DLNP”) (our minority investment)
for publication. If legislation settlements, court orders or programs are successful in reducing the number of
mortgages going into default, then the number of foreclosure public notices referred to us or DLNP for
publication will also be reduced. If any of these occur, it could have a negative impact on our earnings and
growth.

David A. Trott, the chairman and chief executive officer of NDeX, James Frappier, a senior vice president of
NDeX, and certain other employees of NDeX who are also shareholders and principal attorneys of our law
Jirm customers, may under certain circumstances have interests that differ from or conflict with our interests.

NDeX’s chairman and chief executive officer, David A. Trott, along with James Frappier, a senior vice
president of NDeX, and other executive vice presidents and senior executives in NDeX’s operations, are the
principal attorneys and shareholders of NDeX’s eight law firm customers. In addition, certain members of the
senior management at Barrett-NDExX own an interest in NDeX and have the right to require that we redeem their
interest beginning in September 2012 (See “Item 7: Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Noncontrolling Interest” later in this report). As a result of these
relationships with NDeX and our law firm customers, Mr. Trott and these individuals may experience conflicts of
interest in the execution of their duties on behalf of us. The resolutions of these conflicts might not be in a
manner favorable to us. For example, they may be precluded by their ethical obligations as attorneys or may
otherwise be reluctant to take actions on behalf of us that are in our best interests, but are not or may not be in the
best interests of their law firms or their clients. Further, as licensed attorneys, they may be obligated to take
actions on behalf of their law firms or their respective clients that are not in our best interests. In addition,
Mr. Trott has other direct and indirect relationships with DLNP and other vendors NDeX uses that could cause
similar conflicts. See “Related Party Transactions and Policies — David A. Trott” in our proxy statement and
Note 16 to our consolidated financial statements for a description of these relationships.

We have owned and operated DiscoverReady for a short period and we are highly dependent on the skills and
knowledge of the individuals serving as chief executive officer and president of DiscoverReady as none of our
executive officers had managed or operated a discovery management or document processing and review
services company prior to this acquisition.

We acquired an 85.0% equity interest in DiscoverReady on November 2, 2009, and currently own 90% of
these interests. DR Holdco LLC owns the remaining 10% membership interest in DiscoverReady. DR Holdco is
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a limited liability company owned by James K. Wagner, Jr. and Steven R. Harber, DiscoverReady’s chief
executive officer and president, respectively, along with other DiscoverReady employees. DiscoverReady
provides outsourced discovery management and document hosting, processing and review services to major
United States and global companies and law firms. Prior to our acquisition of this business, our executive officers
have not managed or operated a discovery management and document review business. Thus, we rely heavily on
the management skills and experiences of Messrs. Wagner and Harber, who co-founded and built DiscoverReady
and have a deep understanding of the discovery management and document processing and review business. If
our executive officers cannot effectively manage and operate this business, the operating results and prospects for
DiscoverReady, our litigation support services segment and our Professional Services Division may be adversely
affected and we may not be able to execute our growth strategy with respect to DiscoverReady.

We have employment agreements with Messrs. Wagner and Harber; however, these employment
agreements do not ensure that either of them will not voluntarily terminate their employment with us. We do not
have key man insurance for either of Messrs. Wagner or Harber. The loss of Wagner or Harber could require our
executive officers to divert immediate attention to seeking a replacement and operating a business in which our
executive officers have no prior experience. Our inability to find a suitable replacement for Wagner or Harber on
a timely basis could adversely affect our ability to operate and grow DiscoverReady.

DiscoverReady’s business revenues have traditionally been concentrated among a few customers and if these
large repeat customers choose to manage their discovery with their own staff or with another provider and if
we are unable to develop new customer relationships, our operating results and the ability to execute our
growth strategy at DiscoverReady may be adversely affected.

DiscoverReady generates revenue through fee-based arrangements for outsourced discovery management
and document hosting, processing and review services with major United States and global companies and law
firms. DiscoverReady’s top customer, which is in the financial services industry, accounted for 41% of its total
revenues for 2011. Both the traditional DiscoverReady business and ACT, which DiscoverReady acquired in July
2011, have succeeded primarily through strong relationships with certain repeat clients and by working on large
matters from repeat clients and new clients. Thus, the success of DiscoverReady is tied to our relationships with
our key customers and our ability to continuously develop new customer relationships. Our operating results and
ability to execute our growth strategy for DiscoverReady could be adversely affected if we lose business from
our top repeat customers or we are unable to attract additional business from current or new customers for any
reason, including any of the following: poor service, the loss of key employees, or the decision of our customers
to perform document review services with their own staff or to with another provider. If any of these were to
occur, it could reduce the cash flow of DiscoverReady and adversely affect the results of operations of this
business.

Regulation of the legal profession may constrain the operations of the businesses in our Professional Services
Division, and numerous related issues could impair our ability to provide professional services to our
customers and reduce our revenues and profitability.

Each state has adopted laws, regulations and codes of ethics that provide for the licensure of attorneys,
which grants attorneys the exclusive right to practice law and places restrictions upon the activities of licensed
attorneys. The boundaries of the “practice of law,” however, are indistinct, vary from one state to another and are
the product of complex interactions among state law, bar associations and constitutional law formulated by the
U.S. Supreme Court. Many states define the practice of law to include the giving of advice and opinions
regarding another person’s legal rights, the preparation of legal documents or the preparation of court documents
for another person. In addition, all states and the American Bar Association prohibit attorneys from sharing fees
for legal services with non-attorneys.

Pursuant to services agreements between NDeX and its law firm customers, we provide mortgage default
processing services to law firms and directly to mortgage lenders and loan servicers on California foreclosure
files. Through DiscoverReady, we provide outsourced discovery management and document hosting, processing,
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and review services. Through Counsel Press, we provide procedural and technical knowledge and services to law
firms and attorneys to assist them in filing appellate briefs, records and appendices on behalf of their clients that
comply with court rules. Current laws, regulations and codes of ethics related to the practice of law pose the
following principal risks:

» State or local bar associations, state or local prosecutors or other persons may challenge the services
provided by NDeX, Counsel Press or DiscoverReady as constituting the unauthorized practice of law.
Any such challenge could have a disruptive effect upon the operations of our business, including the
diversion of significant time and attention of our senior management. We may also incur significant
expenses in connection with such a challenge, including substantial fees for attorneys and other
professional advisors. If a challenge to any of these businesses were successful, we may need to
materially modify our professional services operations in a manner that could adversely affect that
division’s revenues and profitability and we could be subject to a range of penalties that could damage
our reputation in the legal markets we serve. In addition, any similar challenge to the operations of
NDeX’s law firm customers could adversely impact their mortgage default business, which would in turn
adversely affect our mortgage default processing segment and Professional Service Division’s revenues
and profitability;

* The services agreements to which NDeX is a party could be deemed to be unenforceable if a court were
to determine that such agreements constituted an impermissible fee sharing arrangement between the law
firm and NDeX; and

* Applicable laws, regulations and codes of ethics, including their interpretation and enforcement, could
change in a manner that restricts NDeX’s, Counsel Press’ or DiscoverReady’s operations. Any such
change in laws, policies or practices could increase our cost of doing business or adversely affect our
revenues and profitability.

Failure to effectively customize our proprietary case management software systems so that they can be used to
serve law firm customers in new states could adversely affect our mortgage default processing service business
and growth prospects.

We have two proprietary case management software systems, each of which stores, manages and reports on
the large amount of data associated with each foreclosure, bankruptcy or eviction case file we process. Our law
firm customers must satisfy different requirements depending on the state in which they serve their clients. When
we enter a service agreement with a law firm customer in a state where we do not currently do business, we need
to customize one of our proprietary case management software systems so that it can be used to assist that
customer in satisfying the foreclosure requirements of their state. If we are not, on a timely basis, able to
effectively customize one of our case management software systems to serve our new law firm customers, we
may not be able to realize the operational efficiencies and increased capacity to handle files that we anticipated
when we entered the service agreements. At times, we base the fees we agree to receive from these law firm
customers for each case file they direct us to process on the assumption that we would realize those operational
efficiencies. Therefore, the failure to effectively customize our case management software system could impact
our profitability under our services agreement with new law firm customers in our mortgage default processing
services segment. In 2012, we intend to implement our mortgage default processing operations at Barrett-NDEx
to the proprietary case management software system initially developed for use in Michigan, as well as continue
to migrate NDeX Florida. To the extent that we are unable to effectively migrate those operations, we may not be
able to realize the operational efficiencies and capacity to handle files that we experienced prior to the migration.
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Risks Relating to Our Business Information Division

We depend on the economies and the demographics of our targeted sectors in the local and regional markets
that we serve, and changes in those factors could have an adverse impact on our revenues, cash flows and
profitability.

Our advertising revenues and, to a lesser extent, circulation revenues depend upon a variety of factors
specific to the legal, financial and real estate sectors of the 19 markets our Business Information Division serves.
These factors include, among others, the size and demographic characteristics of the population, including the
number of companies and professionals in our targeted business sectors, and local economic conditions affecting
these sectors. For example, if the local economy or targeted business sector in a market we serve experiences a
downturn, display and classified advertising, which constituted 29%, 27% and 27% of our Business Information
revenues in 2011, 2010, and 2009, respectively, generally decreases for our business information products that
target such market or sector. This was the case in 2009, when our display and classified advertising revenues
decreased $5.2 million from 2008, due to a decrease in the number of ads placed in our publications as customers
tightened discretionary spending in response to the local economic conditions in the markets we serve. Further, if
the local economy in a market we serve experiences growth, public notices, which constituted 42%, 55% and
57% of our Business Information revenues in 2011, 2010 and 2009, respectively, may decrease as a result of
fewer foreclosure proceedings requiring the posting of public notices. Our Business Information Division’s
revenues could be particularly affected by economic or demographic changes in Maryland, Minnesota or
Missouri because revenues from our publications targeting each of these markets accounted for more than 10%
of this division’s revenues in 2011 and/or 2010. If the level of advertising in our business information products or
public notices in our court and commercial newspapers were to decrease, our revenues, cash flows and
profitability could be adversely affected.

A change in the laws governing public notice requirements, as well as new or increased regulation of
residential mortgage products, may delay, reduce or eliminate the amount of public notices required to be
published in print, affect how newspapers are chosen for the publication of public notices or adversely change
the eligibility requirements for publishing public notices, which could adversely affect our revenues,
profitability and growth opportunities.

In various states, legislatures have considered proposals that would eliminate or reduce the number of public
notices required by statute. In addition, some state legislatures have proposed that state and local governments
publish official government notices themselves online. The impetus for the passage of such laws may increase as
online alternatives to print sources of information become more generally accepted. Some states have also
proposed, enacted or interpreted laws to alter the frequency with which public notices are required to be
published, reduce the amount of information required to be disclosed in public notices or change the
requirements for publications to be eligible to publish public notices. In addition, new or increased government
regulation of residential mortgage defaults may result in fewer or delayed foreclosures and, therefore, the
publication of fewer related public notices or a delay in the publication of related public notices. Further,
legislation changing the public notices required to be published in print or that adversely change the eligibility
requirements for publishing public notices in states where we publish or intend to publish court and commercial
newspapers would adversely affect our public notice revenues and could adversely affect our ability to
differentiate our business information products, which could have an adverse impact on our revenues,
profitability and growth opportunities.

Government regulations related to the Internet could increase our cost of doing business, affect our ability to
grow or may otherwise negatively affect our business.

Governmental agencies and federal and state legislatures have adopted, and may continue to adopt, new
laws and regulatory practices in response to the increasing use of the Internet and other online services. These
new laws may be related to issues such as online privacy, copyrights, trademarks and service mark, sales taxes,
fair business practices, domain name ownership and the requirement that our operating units register to do
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business as foreign entities or otherwise be licensed to do business in jurisdictions where they have no physical
location or other presence. In addition, these new laws, regulations or interpretations relating to doing business
through the Internet could increase our costs materially and adversely affect the revenues and results of
operations in our Business Information Division.

If we are unable to generate traffic to our online publications and other web sites and electronic services, our
ability to continue to grow our Business Information Division may be negatively affected.

We have devoted, and expect to devote, a significant amount of resources to distributing the information we
provide through the Internet, web sites, electronic mail and other online services and the growth of our Business
Information Division will increasingly depend upon our ability to effectively use these methods to provide
information to our customers. For these methods to be successful, we will need to attract and retain frequent
visitors to our web sites or users of our other electronic services, develop and expand the content, products and
other tools that we offer on our web sites and through other electronic services, attract advertisers to our web
sites and other electronic services and continue to develop and upgrade our technologies. If we are not successful
in our efforts, our Business Information revenues and results of operations and our ability to grow this division
will be adversely affected.

Our business and reputation could suffer if third-party providers of printing, delivery and outsourced
technology services that we rely upon, as well as newspapers where we place foreclosure public notices fail to
perform satisfactorily.

We outsource a significant amount of our printing to third-party printing companies. As a result, we are
unable to ensure directly that the final printed product is of a quality acceptable to our subscribers. We also
outsource a significant amount of our technology and software systems support to third-party information
technology vendors. Further, we rely on public notice newspapers in the markets where we process mortgage
default files, including DLNP, to timely and accurately publish our foreclosure public notices. To the extent that
any of these third party providers do not perform their services satisfactorily, do not have the resources to meet
our needs or decide or are unable to provide these services to us on commercially reasonable terms, our ability to
provide timely and dependable business information products, as well as our professional services, could be
adversely affected. In addition, we could face increased costs or delays if we must identify and retain other third- -
party providers of these services.

Most of our print publications are delivered to our subscribers by the U.S. Postal Service. We have
experienced, and may continue to experience, delays in the delivery of our print publications by the U.S. Postal
Service. To the extent we try to avoid these delays by using third-party carriers other than the U.S. Postal Service
to deliver our print products, we will incur increased operating costs. In addition, the U.S. Postal Service is
considering eliminating Saturday delivery from its services. To the extent this change is implemented, it may
have an adverse affect on our Minnesota and Missouri business information operations, which publish Saturday
editions for certain of their papers. In addition, timely delivery of our publications is extremely important to
many of our advertisers, public notice publishers and subscribers. Any delays in delivery of our print publications
to our subscribers could negatively affect our reputation, cause us to lose advertisers, public notice publishers and
subscribers and limit our ability to attract new advertisers, public notice publishers and subscribers.

Item 1B. Unresolved Staff Comments

Not applicable.
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Item 2. Properties

Our executive and corporate offices are located in Minneapolis, where we lease an aggregate of
approximately 30,000 square feet under two separate leases terminating in September 2019 and March 2014. We
own our office facilities in Phoenix and Baltimore and our print facility in Minneapolis. We lease other office
space in each of our operating divisions as well as two print facilities in our Business Information division.

NDeX (in our mortgage default processing services segment) subleases an aggregate of approximately
25,000 square feet in suburban Detroit from Trott & Trott, PC, a law firm in which NDeX’s chairman and chief
executive officer, David A. Trott, owns a majority interest, at a rate of $11.81 per square foot, triple net, which
sublease expires on February 29, 2012. Trott & Trott leases this space from NW13, LLC, a limited liability
company in which Mr. Trott owns 75% of the membership interests.

We consider our properties suitable and adequate for the conduct of our business. We do not believe we will
have difficulty renewing the leases we currently have or finding alternative space in the event those leases are not
renewed.

Item 3. Legal Proceedings
We are from time to time involved in ordinary, routine claims and litigation incidental to our normal course

of business, none of which we believe to be material to our financial condition or results of operations.

Item 4. Mine Safety Disclosures
Not applicable.
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PARTII

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Market Information and Dividends

Our common stock is listed on the New York Stock Exchange under the symbol “DM.” The following table
sets forth, for the periods indicated, the high and low per share sales prices of our common stock as reported on
the New York Stock Exchange.

Period High Lo_w
Year Ended December 31, 2011

First QUarter ... ...ttt e e e $1465 $11.12
Second QUAarter ... ...t e e $1294 $ 8.19
Third QUArter . . . ..ottt et et e e $920 $ 733
Fourth Quarter . .. ... ...ttt e $974 $ 8.18
Year Ended December 31, 2010

First Quarter . ... . e e $1221 $ 9.52
Second QUAET . . ...\ttt $13.88 $10.11
Third QUATTET . . . ...ttt et et e e $12.50 $ 9.02
Fourth Quarter .. ... ... i i e e $15.00 $ 8.95

On March 1, 2012, the closing price per share of our common stock was $8.97. We urge potential investors
to obtain current market quotations before making any decision to invest in our common stock. On March 1,
2012, there were 1,184 holders of record of our common stock.

The holders of our common stock are entitled to receive ratably such dividends as may be declared by our
board of directors out of funds legally available for dividends. We have not historically declared or paid
dividends on our common stock and do not anticipate declaring or paying any cash dividends on our common
stock in the foreseeable future. The payment of any dividends in the future will be at the discretion of our board
of directors and will depend upon our financial condition, results of operations, earnings, capital requirements
and surplus, contractual restrictions (including those in our credit agreement), outstanding indebtedness and other
factors our board deems relevant.

Performance Graph

The following graph shows a comparison from August 2, 2007 (the date our common stock began trading
on the New York Stock Exchange) through December 31, 2011, of cumulative stockholders total return for our
common stock, companies we deem to be in our industry peer group for both our Business Information and
Professional Services Divisions, the New York Stock Exchange Market Index and the Russell 3000 Index. The
companies included in the industry peer group for the Business Information Division consist of Daily Journal
Corp (DJCO), Dun & Bradstreet Corporation (DNB), IHS Inc. (IHS), Mormingstar, Inc. (MORN), Reed Elsevier
(ENL) and Wolters Kluwer NV (WTKWY). The companies included in the industry peer group for the
Professional Services Division consist of Automatic Data Processing, Inc. (ADP), American Reprographics Co.
(ARC), First American Financial Corporation (FAF), Fidelity National Financial, Inc. (FNF), Huron Consulting
Group (HURN), Lender Processing Services, Inc. (LPS) and Thompson-Reuters Corp (TRI). The returns set forth
on the following graph are based on historical results and are not intended to suggest future performance. The
performance graph assumes $100 was invested on August 2, 2007, in our common stock, the companies in our
peer group indices (weighted based on market capitalization as of such date), the NYSE Market Index and the
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Russell 3000 Index, at the closing per share price on that date. Data for the NYSE Market Index, Russell 3000
Index and our peer groups assume reinvestment of dividends. Since our common stock began trading on the New
York Stock Exchange, we have not declared any dividends to be paid to our stockholders and do not have any

present plans to declare dividends.

180.00

COMPARISON OF CUMULATIVE TOTAL RETURN
AMONG THE DOLAN COMPANY, NYSE MARKET INDEX,
RUSSELL 3000 INDEX AND PEER GROUP COMPANIES

==gw=m The Dolan Company
== NYSE Composite index
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160.00
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i Professional Services Division
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80.00
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20.00

0.00

8/2/2007  12/31/2007  6/30/2008  12/31/2008 6/30/2009  12/31/2009 6/30/2010  12/31/2010  6/30/2011  12/31/2011

ASSUMES $100 INVESTED ON AUG. 2, 2007

ASSUMES DIVIDEND REINVESTED
FISCAL YEAR ENDING DEC. 31, 2011

Company/Market/Peer Group 82/2007 12/31/2007 12/31/2008 12/31/2009 12/31/2010  12/31/2011
The Dolan Company .................... 100.00 164.62 37.19 57.62 78.56 48.08
NYSE Composite Index ................. 100.00 102.20 62.19 79.96 90.84 87.51
Russell 3000 Index . .................... 100.00  100.55 63.05 80.93 94.65 95.60
Business Information Division Only . ....... 100.00 11045 70.19 82.26 91.07 86.56
Professional Services Division Only .. ... ... 100.00 98.01 80.65 89.38 100.45 93.87

Source: Morningstar
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Unregistered Sales of Securities and Issuer Purchases of Equity Securities

We did not have any unregistered sales of securities that were not described in a quarterly report on Form
10-Q or in a current report on Form 8-K during the year ended December 31, 2011. The following table depicts
repurchases of our common stock during the fourth quarter of 2011.

Issuer Purchases of Equity Securities (1)

Total Number of Maximum Number
Shares Purchased of Shares that May
Average as Part of Publicly Yet Be Repurchased

Total Number of Price Paid Announced Plans or Under the Plans or

Period Shares Purchased per Share Programs Programs
October 1, 2011 through

October 31,2011 ...... — — 1,862,500
November 1, 2011 through

November 30, 2011 . ... — — 1,862,500
December 1, 2011 through

December 31, 2011 .. .. — — 1,862,500

— — 1,862,500

(1) In December 2010, our Board of Directors approved a common stock repurchase program that allows us to
purchase up to 2 million shares of our common stock at market prices at the discretion of management at
any time through December 31, 2013.

We repurchased 137,500 shares of common stock during the first quarter of 2011. No other shares of
common stock have been repurchased during 201 1.
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Item 6. Selected Financial Data

The following table presents our selected consolidated financial data for the periods and as of the dates
presented below. You should read the following information along with “Item 7: Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” and our consolidated financial statements and
related notes, all of which are included elsewhere in this annual report on Form 10-K. We derived the historical
financial data for the years ended December 31, 2011, 2010 and 2009, and as of December 31, 2011 and 2010,
from our audited consolidated financial statements, included in this annual report on Form 10-K. We derived the
historical financial data for the fiscal years ended December 31, 2008 and 2007, and the historical financial data
as of December 31, 2009, 2008 and 2007, from our audited consolidated financial statements not included in this
annual report. Historical results are not necessarily indicative of the results of operations to be expected for future
periods. These historical results include the operating results of businesses that we have acquired during each of
the periods presented and exclude the results of discontinued operations for all periods. See Note 3 of our audited
consolidated financial statements later in this report for more information regarding businesses we have acquired
in each of 2011, 2010 and 2009, and Note 9 to our audited financial statements included in this filing on Form
10-K for businesses we have presented as discontinued operations.

Years Ended December 31,
2011 2010 2009 2008 2007
(In thousands, except per share data)
(Unaudited)

Consolidated Statement of Operations Data:
Professional Services Division revenues ........... $207,077 $223,069 $172,535 $ 99,496 $ 67,015
Business Information Division revenues ........... 78,493 83,826 85,397 84,322 79,042

Totalrevenues ..............covviueunnenn.. $285,570 $306,895 $257,932 $183,818 $146,057
Income (loss) from continuing operations . ......... $ 22,443 $ 35,684 $ 34,850 $ 16,725 $(50,440)
Net income (loss) attributable to The Dolan

Company ........cooiiiiuiiiiinennennnnnn $ 19493 §$ 32,355 $ 30,813 §$ 14,303 $(54,034)
Income (loss) from continuing operations attributable

to The Dolan Company per share:

Basicanddiluted ................. ... ...... $ 068 $ 108 $ 104 $ 053 $ (341

As of December 31,
2011 2010 2009 2008 2007
(In thousands)

Consolidated Balance Sheet Data:
Total aSSets . ..ot it e $617,695 $535,401 $528,290 $470,627 $226,367
Long-term debt, less current portion .............. 168,724 131,568 137,960 143,450 56,301

31



Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

In 2011, our total revenues decreased $21.3 million, or 6.9%, from $306.9 million in 2010 to $285.6 million
in 2011, primarily as a result of a $33.9 million decrease in our mortgage default processing services revenues
and a $5.3 million decrease in our Business Information Division revenues, offset by a $17.9 million increase in
our litigation support services revenues as a result of the ACT Litigation Services, Inc. (“ACT”) acquisition. The
decrease in mortgage default processing services revenues was driven primarily by a decrease in the number of
foreclosure files received for processing and change in the mix of types of files that we did receive, as discussed
below. Net income attributable to The Dolan Company decreased to $19.5 million for 2011 from $32.4 million
for the same period in 2010, but excluding the impact of fair value adjustments recorded on earnout liabilities of
$15.8 million in 2011, net income attributable to The Dolan Company was $3.7 million for 2011. Income from
continuing operations decreased to $22.4 million for 2011 from $35.7 million in 2010. As a result, income from
continuing operations attributable to The Dolan Company per diluted share decreased to $0.68 in 2011 from
$1.08 in 2010.

Recent Developments
Discontinued Operations / Assets Held for Sale

In 2011, management committed to a plan of action to dispose of two of our smallest-market operating units
within the Business Information Division. As explained in “Business Information Division Results” below, we
expect the sale of these assets to occur in 2012, and as such, have classified the results of these operations (net of
tax benefit), including impairment charges and certain exit costs, as discontinued operations. We recorded an
aggregate impairment of long-lived assets of $0.7 million, along with $0.4 million in estimated exit costs.

Impairment of Long-Lived Assets

In addition to the impairment taken related to discontinued operations/assets held for sale as discussed
above, management tested certain long-lived assets in the Business Information Division for impairment as a
result of certain triggering events. This resulted in an impairment of $1.2 million in 2011.

Increase in our Ownership in DiscoverReady

In May 2011, we purchased approximately one-third of the outstanding membership units of DiscoverReady
held by its minority partner, DR Holdco LLC, for approximately $5.0 million in cash. We accounted for this
acquisition as an equity transaction by reducing redeemable noncontrolling interest on our balance sheet by $5.0
million. No deal costs were incurred on this transaction. As a result of this transaction, our ownership percentage
in DiscoverReady increased from 85.3% to 90.0%, and the noncontrolling interest decreased from 14.7% to
10.0%.

In connection with this purchase, the terms of the DiscoverReady limited liability company agreement were
amended. Under the terms of the amended agreement, DR Holdco has the right, for a period of 90 days following
November 2, 2012, to require DiscoverReady to repurchase approximately 50% of DR Holdco’s equity interest
in DiscoverReady, and for a period of 90 days following November 2, 2013, to require DiscoverReady to
purchase DR Holdco’s remaining equity interest in DiscoverReady. In addition, for a period of 90 days following
November 2, 2013, DiscoverReady also has the right to require DR Holdco to sell its entire equity interest in
DiscoverReady. In each case, if either party timely exercises its right, DiscoverReady would pay DR Holdco an
amount based on the fair market value of the equity interest. These rights may be exercised earlier under certain
circumstances.
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Stock Buy-Back Plan

Our board of directors approved a stock buy-back plan in December 2010. This plan allows us to repurchase
up to 2 million shares of issued and outstanding common stock at prevailing market prices or negotiated prices
through December 31, 2013. The number of shares and the timing of the purchases will be determined at the
discretion of management. During 2011, we repurchased 137,500 shares under this plan for an aggregate of $1.7
million, all of which were purchased in the first quarter of 2011.

Increase in our Ownership in NDeX

On December 31, 2009 and January 4, 2010, we, along with our wholly-owned subsidiary, Dolan APC,
LLC, entered into two separate common unit purchase agreements with the Trott Sellers, under the terms of
which the Trott Sellers sold an aggregate 7.6% ownership interest in NDeX to us, for an aggregate purchase price
of $13.0 million and 248,000 shares of our common stock. We will pay the remaining balance to the Trott Sellers
in connection with these transactions, or $1.1 million as of the date of this annual report on Form 10-K, in equal
monthly installments of approximately $0.1 million, in the aggregate, excluding interest accruing on the unpaid
principal balance at a rate of 4.25%.

David A. Trott and the other Trott Sellers are partners in the law firm, Trott & Trott, P.C., which is a
customer of NDeX. Trott is the managing partner of Trott & Trott, P.C. and we also employ him as the chairman
and chief executive officer of NDeX, where he is one of our executive officers. Under the common units
purchase agreements described above where we purchased an aggregate 7.6% ownership interest in NDeX, Trott
sold us his 5.1% ownership interest in NDeX for which we will pay him an aggregate of $8.8 million (exclusive
of interest) and for which we issued to him 168,644 shares of our common stock. See also “Related Party
Transactions and Policies — David A. Trott” in our proxy statement, which is expected to be filed with the SEC
in early April 2011, for a description of certain other relationships between Trott, his law firm or his other
affiliated entities and us.

Each Trott Seller had the right, until February 7, 2010, to require NDeX to repurchase their respective
membership interest in NDeX at a price based on 6.25 times NDeX’s trailing twelve month earnings before
interest, taxes, depreciation and amortization less the aggregate amount of any interest bearing indebtedness
outstanding for NDeX as of the repurchase date. The present value of the total consideration paid to the Trott
Sellers in connection with the sale of their respective NDeX interests to us approximated the price we would
have paid to the Trott Sellers had they elected to exercise, in full, their put right set forth in the NDeX operating
agreement.

On February 28, 2010, NDeX redeemed 23,560 common units, representing a 1.7% interest in NDeX, from
Feiwell & Hannoy, in connection with Feiwell & Hannoy’s exercise of its put right as set forth in the NDeX
operating agreement. NDeX redeemed these common units for $3.5 million, which was determined pursuant to
the formula set forth in NDeX’s operating agreement. The redemption price is payable to Feiwell & Hannoy over
a period of three years, in quarterly installments, with interest accruing at a rate of 3.25%. Feiwell & Hannoy is a
law firm customer of NDeX.

After the closing of the transactions described above, our ownership interest in NDeX increased from 84.7%
to 93.8%.

Regulatory Environment

Beginning in 2008, federal, state and local governmental entities and leaders have increasingly focused
attention on foreclosures and have proposed and enacted legislation or taken other action that may have, and
some of which has had, an adverse impact on the number of mortgage default case files NDeX is asked to
process, the length of time it takes to process such files, the time over which we recognize revenue associated
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with the processing of those files, and the number of foreclosure public notices placed in our Business
Information products and DLNP (our equity method investment) for publication. This legislation includes the
Hope for Homeowners Act of 2008, the Emergency Economic Stabilization Act, the Streamlined Modification
Program, and the Homeowner Affordability and Stability Plan (including the Making Home Affordable Program,
the Home Affordable Modification Program (HAMP), and the Home Affordable Foreclosure Alternatives
Program (HAFA)), the Protecting Tenants at Foreclosure Act, and laws passed to mitigate foreclosures in
California, Maryland, Michigan, Indiana, and Florida. There also have been voluntary foreclosure relief
programs developed by lenders, loan servicers and the Hope Now Alliance (a consortium that includes loan
servicers). We have described these programs in our annual and quarterly reports in the past few years.

Overall, 2011 included continued scrutiny of mortgage foreclosures processes by various government
agencies and individuals, voluntary slowing of foreclosure referrals by servicers and lenders as they reviewed
systems and provided information requested by the government, newly mandated procedures, and signs of
progress in governmental review.

In February 2011, the Department of the Treasury submitted a report to Congress entitled “Reforming
America’s Housing Finance Market” which included a plan to responsibly reduce the role of the Federal National
Mortgage Association (Fannie Mae) and the Federal Home Loan Mortgage Corporation (Freddie Mac) in the
mortgage market and expressed a goal of ultimately winding down both institutions. Many of the files we process
are supported by Fannie Mae or Freddie Mac, meaning that any change to these institutions, or broader changes
to the mortgage market as a whole, may adversely impact the number of mortgage default files received by our
law firm customers from their clients (and therefore the number directed to us to process) and received by us for
processing in California by our mortgage lender and loan servicer customers.

In the federal sector, 14 major mortgage servicers signed consent orders with the Board of Governors of The
Federal Reserve System and the Office of the Comptroller of the Currency (“OCC”) in April 2011, agreeing to
submit action plans detailing how they will comply with new requirements for servicing defaulted loans. The
OCC consent agreements required improvements to certain internal processes and enhanced controls related to
third-party vendors that provide services related to residential default or foreclosure, including the law firm
customers of NDeX. In June 2011, the OCC issued guidance clarifying that, in addition to these 14 major
mortgage servicers, all mortgage servicers under OCC supervision must assure compliance with all appropriate
foreclosure management standards. OCC Bulletin 2011-29 issued in June 2011 stressed that banks engaged in
mortgage servicing must ensure compliance with foreclosure laws, conduct foreclosures in a safe and sound
manner, and establish responsible business practices that provide accountability and appropriate treatment of
borrowers. The bulletin provided additional clarification on expectations regarding governance of foreclosure
process to include adequate staffing and training, dual-track processing, management of affidavit and notary
practices, documentation, oversight of third-party service providers, and adherence to all laws and regulations
related to mortgage foreclosure. The OCC required servicers to complete revisions in foreclosure processing to
the satisfaction of the Federal Reserve and the OCC and to reorganize their related foreclosure operations to
follow the amended procedures. In addition, all national banks were required by the end of September 2011 to
conduct a self-assessment of foreclosure management practices and to correct any weaknesses identified. The
OCC continues to review the plans and information the banks submitted. The OCC indicated that it may require
changes to the plans provided and that it is working with the United States Department of Justice and other
federal and state authorities to finalize and synchronize the plans into a consistent set of servicing requirements.

In July 2011, the Consumer Financial Protection Bureau (“CFPB”) outlined its approach to supervising
large depository institutions to ensure compliance with federal consumer protection laws. This supervisory
process, which applies to the 111 depository institutions with total assets of more than $10 billion, began on
July 21, 2011. More recently, the CFPB issued Supervision and Examination guidance for all lenders. This
guidance covers lending and servicing principals and how the CFPB will examine lenders’ and
servicers’ processes going forward. We do not see a direct impact of this process upon our operations except that
it further complicates operations of the mortgage servicers, making them more concerned about compliance

34



issues and potentially extending their current slowdown in foreclosure referrals. In October 2011, the CFPB
outlined its initial approach to supervising mortgage servicers to ensure they comply with federal consumer
financial protection laws. It said it will focus initially on loans in default where consumers are struggling to make
payments. CFPB examiners will be looking to ensure that information provided to consumers about loan
modifications and foreclosures is timely and transparent.

At the state level in 2011, the attorneys general of all 50 states continued to investigate the mortgage
servicing industry and to negotiate with mortgage servicers in hopes of achieving changes in the foreclosure
process, possible payment of financial penalties and an increased level of mortgage loan modifications. (While
these officials in most states lack direct regulatory authority over mortgage servicers, the attorneys general
indicated a willingness to act in the courts if necessary to enforce their positions.) In January 2012 a draft
settlement between the nation’s five largest mortgage lenders and the U.S. state attorneys general was announced
and sent to state officials for review. That settlement would only apply to privately held mortgages issued
between 2008 and 2011, not those held by government-controlled Fannie Mae or Freddie Mac. Under the
proposed deal, $17 billion would go toward reducing the principal that certain homeowners owe on their
mortgages, $5 billion would be placed in a reserve account for various state and federal programs and
approximately $3 billion would assist homeowners’ efforts to refinance at an interest rate of 5.25%. As of this
filing, the vast majority of states were reported to have agreed to this settlement.

Given the OCC deadlines for reports and compliance, the CFPB’s requirements, the attorneys general
efforts, and the generally heightened scrutiny that residential mortgage foreclosure servicers experienced in 2011,
servicers continued to react to this scrutiny by reviewing and verifying their policies and procedures, applying
more steps, checks, and reviews to pending foreclosures, and releasing into foreclosure only those cases that have
been carefully reviewed. Many servicers also reacted to this environment of increased scrutiny by requesting
additional information and process verification from law firms and other third-party vendors. These servicer
actions continued to sharply reduce the number of mortgage defaults being referred to begin foreclosure in 2011.
We believe that servicers will continue to exercise an abundance of caution, examining each default referral in
extreme detail, effectively continuing the slow pace of referrals. Until any new foreclosure procedures are made
uniform and final, such new procedures cannot become automated as part of our proprietary workflow process
management systems. We believe that the reduced level of foreclosure referrals is likely to continue until final
procedures are in place, but that a large number of defaulted loans in pre-foreclosure status and pending
foreclosures remain to be undertaken and completed.

Recent Acquisitions
ACT Litigation Services, Inc.

On July 25, 2011, we, through DiscoverReady, completed the acquisition of substantially all of the assets of
ACT Litigation Services, Inc. (“ACT”) for (i) an upfront payment of approximately $60.0 million in cash that
was paid in full at closing, plus (ii) up to $5.0 million in potential additional purchase price that will be held back
for a period of 20 months (subject to partial early release) to secure certain obligations of ACT and its
shareholders, plus (iii) an earnout payment based primarily upon the extent to which an agreed-upon multiple of
ACT’s pro forma EBITDA for the year ended December 31, 2011, exceeds the base purchase price of $65.0
million, plus (iv) two additional earnout payments of up to a maximum of $15.0 million in the aggregate that are
contingent upon reaching certain revenue milestones for the years ended December 31, 2012, and 2013. All of
the earnout payments are subject to certain set-off rights under the purchase agreement. Management estimated
the fair value of the earnouts to be paid, in the aggregate, to be $39.9 million at acquisition date. As a result of
2011 actual pro forma EBITDA (which was lower than the initial estimate), as well as revised expectations
regarding certain of the earnout targets, the estimated fair value of the earnouts to be paid, in the aggregate, was
reduced to $26.7 million at December 31, 2011. As a result, we recorded a non-cash fair value adjustment in the
amount of $13.2 million to the estimated earnout liability in 2011. The total fair value of the long-lived tangible
and intangible assets acquired was $100.9 million, and the total working capital acquired was $8.9 million.
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We used funds available under our revolving line of credit to fund the closing payments in connection with
this acquisition. The acquired operations of ACT are part of our Litigation Support Services segment within our
Professional Services Division.

ACT specializes in providing technology and process solutions to clients with electronic discovery needs. It
also provides hosting and review services. For more information on the products and services ACT provides, see
“Our Products and Services — Professional Services” earlier in this annual report.

Revenues

We derive revenues from our two operating divisions, our Professional Services Division and our Business
Information Division, operating as three reportable segments: (1) mortgage default processing services;
(2) litigation support services; and (3) business information. For the year ended December 31, 2011, our total
revenues were $285.6 million, and the percentage of our total revenues attributed to each of our divisions and
segments was as follows:

* 73% from our Professional Services Division (46% from mortgage default processing services and 27%
from litigation support services); and

¢ 27% from our Business Information Division.

Professional Service Division. Our Professional Services Division generates revenues primarily by
providing mortgage default processing, outsourced discovery management and document review, and appellate
services through fee-based arrangements. We further break down our Professional Services Division into two
reportable segments, mortgage default processing services and litigation support services.

Mortgage Default Processing Services. Through NDeX, we assist eight law firms in processing
foreclosure, bankruptcy, eviction and to a lesser extent, litigation and other mortgage default processing case files
for residential mortgages that are in default. We also provide foreclosure processing services directly to mortgage
lenders and loan servicers for properties located in California. In addition, NDeX provides loan modification and
loss mitigation support on mortgage default files to its customers and related real estate title work to the Barrett
Law Firm. Shareholders and/or principal attorneys of our law firm customers, including David A. Trott, chairman
and chief executive officer of NDeX, are executive management employees of NDeX.

For the year ended December 31, 2011, we received approximately 317,200 mortgage default case files for
processing. Our mortgage default processing service revenues accounted for 46% of our total revenues and 63%
of our Professional Services Division’s revenues during 2011. We recognize mortgage default processing
services revenues over the period during which the services are provided. We consolidate the operations,
including revenues, of NDeX and record a noncontrolling interest adjustment for the percentage of earnings that
we do not own. See “Noncontrolling Interest” below for a description of the impact of the noncontrolling interest
in NDeX on our operating results. With the exception of foreclosure files we process for our law firm customer,
Feiwell & Hannoy, and California foreclosure files, we bill our customers upon receipt of the file and record
amounts billed for services not yet performed as deferred revenue. For foreclosure files we process for Feiwell &
Hannoy, we bill Feiwell & Hannoy in two installments and record amounts for services performed but not yet
billed as unbilled services and amounts billed for services not yet performed as deferred revenue. For the
majority of California foreclosure files processed by us, we bill our customers for services at the time the file is
complete and record amounts related to services performed, but not yet billed, as unbilled services. In California,
because we provide mortgage default processing services directly to mortgage lenders and loan servicers, we
incur certain costs on behalf of our customers, such as trustee sale guarantees, title policies, and post and
publication charges. We pass these costs directly through to our mortgage lender and loan servicer customers,
and bill them at the time the file is complete. We have determined that these expenses should be recorded at net
and, accordingly, do not record any revenue for these pass-through costs. We also provide title services primarily
to the Barrett Law Firm, and we bill for these services when the title matter is completed and recognize revenue
as we perform the services.
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NDeX’s revenues are primarily driven by the number of residential mortgage defaults in each of the states
for which it processes files as well as the quantity and mix of the files we process (e.g., foreclosures, evictions,
bankruptcies or litigation) because each has a different pricing structure. We have entered into long-term services
agreements with each of our law firm customers. These agreements provide for the exclusive referral of files
from the law firms to NDeX for servicing, except that the Barrett Law Firm and Trott & Trott may refer files
elsewhere if they are otherwise directed by clients. During 2011, each of the Barrett Law Firm, Trott & Trott and
Albertelli Law accounted for more than 10% of our mortgage default processing services revenues, with the
Barrett Law Firm accounting for 45%, Trott & Trott accounting for 26%, and Albertelli Law accounting for 13%
of these revenues. Our services agreements with Trott & Trott, Albertelli Law and the Barrett Law Firm have
initial terms that expire in 2021, 2029 and 2033, respectively. However, these terms may be automatically
extended for up to two successive ten year periods, in the case of our agreements with Trott & Trott and
Albertelli Law, or successive five year periods, in the case of our agreement with the Barrett Law Firm, unless
either party elects to terminate the term then-in-effect with prior notice. The initial terms of our services
agreements with our other law firm customers expire between 2022 to 2030, which terms may be automatically
extended for up to two successive five or ten-year periods depending upon the law firm customer unless either
party elects to terminate the term then-in-effect with prior notice.

Under each services agreement, we are paid a fixed fee for each residential mortgage default file the law
firm sends to us for processing, with the amount of such fixed fee being based upon the type of file. We typically
bill this fee upon receipt of a default case file, which consists of any mortgage default case file sent to us for
processing, regardless of whether the case actually proceeds to foreclosure. If such file leads to a bankruptcy,
eviction or litigation proceeding, we are entitled to an additional fixed fee in connection with handling a file for
such proceedings. We also receive a fixed fee for handling files in eviction, litigation and bankruptcy matters that
do not originate from mortgage foreclosure files. The Barrett Law Firm also pays us a monthly trustee
foreclosure administration fee. Although the services agreements with our law firm customers contemplate the
review and possible revision of the fees for the services we provide, price increases have not historically affected
our mortgage default processing services revenues materially. In some cases, our services agreements adjust the
fee paid to us for the files we process on an annual basis pursuant to an agreed-upon consumer price index. In
other cases, our services agreements require us to agree with our law firm customer regarding the terms and
amount of any fee increase.

Deferred revenue includes revenues billed for mortgage default processing services that we expect to
recognize in future periods due to the extended period of time it takes to process certain files. At December 31,
2011, we had such deferred revenue on our balance sheet in the amount of $12.3 million.

Litigation Support Services. Our litigation support services segment generates revenues by providing
discovery management and document review services through DiscoverReady and appellate services through
Counsel Press. For the year ended December 31, 2011, our litigation support services revenues accounted for
27% of our total revenues and 37% of our Professional Services Division’s revenues. DiscoverReady provides its
services to major United States and global companies and their counsel and assists them in document reviews
and helping them manage the discovery process. Discovery is the process by which parties use the legal system
to obtain relevant information, primarily in litigation and regulatory matters. This process can be expensive and
time-consuming for companies depending upon the volume of emails, electronic files and paper documents a
company must review to respond to a document request. DiscoverReady also provides related technology
management services. DiscoverReady bills its customers primarily based upon the number of documents
reviewed and the amount of data or other information it processes in connection with those reviews. Accordingly,
our discovery management and document review services revenue are largely determined by the volume of data
we review, process and host. Our discovery management and document review services revenue accounted for
22% of our total revenues, 81% of our litigation support services segment revenues, and 30% of our total
Professional Services Division revenues for the year ended December 31, 2011. During 2011, DiscoverReady’s
top customer, who is in the financial services industry, accounted for 41% of DiscoverReady’s total revenues.
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Counsel Press assists law firms and attorneys throughout the United States in organizing, preparing and
filing appellate briefs, records and appendices, in paper and electronic formats, that comply with the applicable
rules of the U.S. Supreme Court, any of the 13 federal courts of appeals and any state appellate court or appellate
division. Counsel Press charges its customers primarily on a per-page basis based on the final appellate product
that is filed with the court clerk. Accordingly, our appellate service revenues are largely determined by the
volume of appellate cases we handle and the number of pages in the appellate cases we file. For the year ended
December 31, 2011, our appellate services revenues accounted for 5% of our total revenues, 19% of our litigation
support services revenues, and 7% of our total Professional Services Division revenues.

We recognize litigation support services revenues during the month in which the services are provided. In
the case of Counsel Press, this is when our final appellate product is filed with the court. In most cases,
DiscoverReady bills its customers each month for the services provided. DiscoverReady’s services consist of
multiple element deliverables, and as such, revenue is assigned to each deliverable service and recognized as
those services are performed. In situations where they bill their customers in advance of services performed,
revenue is deferred until the month it is earned. See ‘“Revenue Recognition” below for additional information
pertaining to revenue recognition in our litigation support services segment.

We consolidate the operations of DiscoverReady and record an adjustment for noncontrolling interest for
the percentage of DiscoverReady that we do not own. Because the redeemable feature of this noncontrolling
interest is based on fair value (unlike the noncontrolling interest in NDeX), we do not record this adjustment as
an item affecting net income attributable to The Dolan Company common stockholders. See ‘“Noncontrolling
Interest” below.

Business Information. Our Business Information Division generates revenues primarily from display and
classified advertising, public notices and subscriptions. We sell commercial advertising, which consists of
display and classified advertising in our print products and web sites. We include within our display and
classified advertising revenue those revenues generated by sponsorships, advertising and ticket sales generated
by our local events. Our display and classified advertising revenues accounted for 8% of our total revenues and
29% of our Business Information Division revenues for the year ended December 31, 2011. We recognize
display and classified advertising revenues upon placement of an advertisement in one of our publications or on
one of our web sites. We recognize display and classified advertising revenues generated by sponsorships,
advertising and ticket sales from local events when those events are held. Advertising revenues are driven
primarily by the volume, price and mix of advertisements published, as well as how many local events are held.

We publish more than 300 different types of public notices in our court and commercial newspapers,
including foreclosure notices, probate notices, notices of fictitious business names, limited liability company and
other entity notices, unclaimed property notices, notices of governmental hearings and trustee sale notices. Our
public notice revenues accounted for 12% of our total revenues and 42% of our Business Information Division
revenues for the year ended December 31, 2011. We recognize public notice revenues upon placement of a
public notice in one of our court and commercial newspapers. Public notice revenues are driven by the volume
and mix of public notices published. This is primarily affected by the number of residential mortgage
foreclosures in the 14 markets where we are qualified to publish public notices and the rules governing
publication of public notices in such states. In six of the states in which we publish public notices, the price for
public notices is statutorily regulated, with market forces determining the pricing for the remaining states.

We sell our business information products, including our DataStream and Federal News products and
services, primarily through subscriptions. For the year ended December 31, 2011, our subscription and other
revenues, which consist primarily of subscriptions, single-copy sales, transcriptions and access to state and
federal legislative information, accounted for 8% of our total revenues and 28% of our Business Information
Division’s revenues. We recognize subscription revenues ratably over the subscription periods, which range from
three months to multiple years, with the average subscription period being twelve months. Deferred revenue
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includes payment for subscriptions collected in advance that we expect to recognize in future periods. At
December 31, 2011, we had such deferred revenue on our balance sheet in the amount of $8.0 million.
Subscription and other revenues are primarily driven by the number of copies sold and the subscription rates
charged to customers.

Operating Expenses
Our operating expenses consist of the following:

» Direct operating expenses, which consist primarily of the cost of compensation and employee benefits for
the operational staff at NDeX, DiscoverReady, and Counsel Press and our editorial personnel in our
Business Information Division, production and distribution expenses, such as compensation (including
stock-based compensation expense) and employee benefits for personnel involved in the production and
distribution of our business information products, the cost of newsprint and delivery of our business
information products, and packaging and data service fees in connection with our California foreclosure
files;

+ Selling, general and administrative expenses, which consist primarily of the cost of compensation
(including stock-based compensation expense) and employee benefits for our sales, human resources,
accounting and information technology personnel, publishers and other members of management, rent,
other sales and marketing related expenses and other office-related payments;

» Amortization expense, which represents the cost of finite-lived intangibles acquired through business
combinations allocated over the estimated useful lives of these intangibles, with such useful lives ranging
from two to thirty years;

 Depreciation expense, which represents the cost of fixed assets and software allocated over the estimated
useful lives of these assets, with such useful lives ranging from one to thirty years; and

* Fair value adjustments on earnout liabilities, which consists of non-cash adjustments to estimates of
earnouts to be paid to sellers of businesses we acquire, based on management’s estimated fair value of the
earnout liability at each reporting date.

Total operating expenses as a percentage of revenues were 86% in 2011, and depend upon our mix of
business from Professional Services, which is typically our higher margin revenue, and Business Information.
This mix may continue to shift between fiscal periods and over time as Professional Services revenues continue
to grow at a faster pace that Business Information revenues.

Equity in Earnings of Affiliates

The Detroit Legal News Publishing, LLC. We own 35% of the membership interests in The Detroit Legal
News Publishing, LLC (“DLNP”), the publisher of The Detroit Legal News and ten other publications. We
account for our investment in DLNP using the equity method. For the years ended December 31, 2011, 2010 and
2009, our percentage share of DLNP’s earnings was $2.2 million, $4.7 million and $4.9 million, respectively,
which we recognized as operating income. This is net of amortization of $1.5 million for each period. NDeX
handles all public notices required to be published in connection with files it processes for Trott & Trott pursuant
to our services agreement with Trott & Trott and places a significant amount of these notices in The Detroit
Legal News. Trott & Trott pays DLNP for these public notices. See “Liquidity and Capital Resources — Cash
Flow Provided by Operating Activities” below for information regarding distributions paid to us by DLNP.

Under the terms of the amended and restated operating agreement for DLNP, on a date that is within 60 days
prior to November 30, 2011, and each November 30th after that, each member of DLNP has the right, but not the
obligation, to deliver a notice to the other members, declaring the value of all of the membership interests of DLNP.
Upon receipt of this notice, each other member has up to 60 days to elect to either purchase his, her or its pro rata
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share of the initiating member’s membership interests or sell to the initiating member a pro rata portion of the
membership interest of DLNP owned by the non-initiating member. Depending on the election of the other
members, the member that delivered the initial notice of value to the other members will be required to either sell
his or her membership interests, or purchase the membership interests of other members. The purchase price
payable for the membership interests of DLNP will be based on the value set forth in the initial notice delivered by
the initiating member. No notice of such right was given by any member in 2011.

Other. Other than DLNP, as of December 31, 2011, we have one additional equity method investment. In
2010, we invested in 19.5% of the membership interests in BringMetheNews, LLC (“BMTN”). The net
investment balance in BMTN at December 31, 2011 and 2010, is $0.6 million and 0.7 million, respectively.

On December 31, 2009, we sold our investment in GovDelivery in connection with its merger with Internet
Capital Group. We received $3.6 million in cash upon the consummation of the sale, with an additional $0.6
million held back for the payment of indemnification claims pursuant to the terms of the merger agreement.
Accordingly, we recorded a gain on our sale of this investment in 2009 in the amount of $2.4 million, which was
included in other income in our consolidated statement of operations for the year ending December 31, 2009. We
received the full amount held back, and have included this as other income of $0.4 and $0.2 million for the years
ended December 31, 2011 and 2010, respectively.

You should refer to “Recent Developments” earlier in this annual report for information about the change in
our ownership in DiscoverReady, NDeX and LISA during the years ended December 31, 2011, 2010 and 2009.

Noncontrolling Interest

Noncontrolling interests in NDeX, DiscoverReady, and LISA consisted of the following as of December 31,
2011, 2010, and 2009:

December 31,

Entity NCI Holder 2011 2010 2009
NDeX .............. APC Investments, LLC —_ — 2.5%
Feiwell & Hannoy — — 1.7%
Sellers of Barrett-NDEXx (as a group) _6.2% 6.2% 6.1%
_62% 6.2% 10.3%
DiscoverReady ....... DR Holdco, LLC 10.0% 14.7% 15.0%

LISA ............... Telran, Inc. 28.0% 50.0% n/a

Under the terms of the NDeX operating agreement, each month, we are required to distribute the excess of
NDeX’s earnings before interest, depreciation and amortization less debt service with respect to any interest-
bearing indebtedness of NDeX, capital expenditures and working capital reserves to NDeX’s members on the
basis of common equity interest owned. We paid the following distributions during the years ended
December 31, 2011, 2010 and 2009 (in thousands):

Years Ended December 31,
2011 2010 2009
APCINVESHMENtS . ... oottt ittt e ie e iie e ieeeenns $ — $113 $1,607
Feiwel & Hannoy ............. i, — 48 363
Sellers of Barrett-NDEx (asagroup) ......................... 248 480 1,270
Total ... e $248 $641 $3,240

The sellers of Barrett-NDEX or their transferees, each as members of NDeX, have the right, for a period of
six months following September 2, 2012, to require NDeX to repurchase all or any portion of their respective
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membership interest in NDeX. To the extent any seller of Barrett-NDEXx timely exercises this right, the purchase
price of such membership interest will be based on 6.25 times NDeX’s trailing twelve month earnings before
interest, taxes, depreciation and amortization less the aggregate amount of any interest bearing indebtedness
outstanding for NDeX as of the date the repurchase occurs. The aggregate purchase price would be payable by
NDeX in the form of a three-year unsecured note bearing interest at a rate equal to prime plus 2%.

In connection with our purchase of approximately one-third of the outstanding membership units of
DiscoverReady held by DR Holdco discussed above, the terms of the DiscoverReady limited liability company
agreement were amended. Under the terms of the amended agreement, DR Holdco has the right, for a period of
90 days following November 2, 2012, to require DiscoverReady to repurchase approximately 50% of DR
Holdco’s equity interest in DiscoverReady, and for a period of 90 days following November 2, 2013, to require
DiscoverReady to purchase DR Holdco’s remaining equity interest in DiscoverReady. In addition, for a period of
90 days following November 2, 2013, DiscoverReady also has the right to require DR Holdco to sell its entire
equity interest in DiscoverReady. In each case, if either party timely exercises its right, we would pay DR Holdco
an amount based on the fair market value of the equity interest. These rights may be exercised earlier under
certain circumstances.

DiscoverReady may engage an independent third party valuation firm to assist it in determining the fair
market value of the equity interest being repurchased by DiscoverReady or sold to us if any of the above-
described rights are exercised. The purchase price for any equity interests repurchased or sold pursuant to these
rights, if exercised, will be paid in cash to the extent allowed by the terms of our then-existing credit agreement,
or pursuant to a three-year unsecured promissory note, bearing interest at a rate equal to prime plus 1%.

The DiscoverReady operating agreement does not require us to pay any monthly cash distributions to DR
Holdco; however, we are obligated to make distributions to DR Holdco to pay its tax liabilities. During the years
ended December 31, 2011 and 2010, we made distributions of $0.3 million and $1.0 million to DR Holdco.

We are required to record the redeemable noncontrolling interests (“NCI”) in NDeX and DiscoverReady to
their redemption amounts at each reporting period. The NDeX NCI is adjusted to the estimated redemption
amount at each reporting period based on the formula as discussed above. The DiscoverReady NCI is adjusted to
fair value each period. During the year ended December 31, 2011, the adjustments recorded to the NCI for NDeX
were $(7.5) million net of tax, and the adjustments recorded to the NCI for DiscoverReady were $1.3 million net
of tax. Please see our audited consolidated statements of stockholders’ equity and comprehensive income, as well
as Note 1 to our audited consolidated financial statements, included in this annual report on Form 10-K for
further information regarding accounting for noncontrolling interests and its implications to our financial
statements.

Critical Accounting Policies and Estimates

We prepare our consolidated financial statements in accordance with Generally Accepted Accounting
Principles (“GAAP”). The preparation of these financial statements requires management to make estimates,
assumptions and judgments that affect the reported amounts of assets, liabilities, revenues and expenses and
related disclosure of contingent assets and liabilities.

We continually evaluate the policies and estimates we use to prepare our consolidated financial statements.
In general, management’s estimates and assumptions are based on historical experience, information provided by
third-party professionals and assumptions that management believes to be reasonable under the facts and
circumstances at the time these estimates and assumptions are made. Because of the uncertainty inherent in these
matters, actual results could differ significantly from the estimates, assumptions and judgments we use in
applying these critical accounting policies.
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We believe the critical accounting policies that require the most significant estimates, assumptions and
judgments to be used in the preparation of our consolidated financial statements are business combinations,
revenue recognition in connection with mortgage default processing services, impairment of intangible assets and
other long-lived assets, fair value of DiscoverReady’s noncontrolling interest, share-based compensation
expense, income taxes, and accounts receivable allowances.

Business Combinations and Earnout Liabilities

We have acquired a number of businesses during the last several years, and we expect to acquire additional
businesses in the future. In a business combination, we determine the fair value of all acquired assets, including
identifiable intangible assets, and all assumed liabilities, including earnouts payable. The fair value of the
acquired business is allocated to the acquired assets and assumed liabilities in amounts equal to the fair value of
each asset and liability, and any remaining fair value of the acquired business is classified as goodwill. This
allocation process requires extensive use of estimates and assumptions, including estimates of future cash flows
to be generated by the acquired assets. Certain identifiable, finite-lived intangible assets, such as mastheads, trade
names and advertising, subscriber and other customer lists, are amortized over the intangible asset’s estimated
useful life. The estimated useful life of amortizable identifiable intangible assets ranges from two to thirty years.
Goodwill, as well as other intangible assets determined to have indefinite lives, is not amortized. In determining
the amount to record for earnouts payable, at acquisition date we consider the likelihood of earnout targets being
achieved, including multiple scenarios of such, and record a liability for the fair value of such amount. Earnout
liabilities are adjusted each reporting period based on revised estimates of the fair value of expected future
payments, if appropriate, with any adjustment to the fair value recorded in operating expense. Accordingly, the
accounting for acquisitions has had, and will continue to have, a significant impact on our operating results.

During the year ended December 31, 2011, we applied business combination accounting to the acquisition
of ACT on July 25, 2011. See Note 3 to our consolidated financial statements included in this annual report on
Form 10-K for more information about the application of business combination accounting to these acquisitions.

Revenue Recognition

We recognize mortgage default processing service revenues on a proportional performance basis over the
period during which the services are provided, the calculation of which requires management to make significant
estimates as to the appropriate length of the revenue recognition period and allocation of revenues within those
periods. We base these estimates primarily upon our historical experience and our knowledge of processing
cycles in each of the states in which we do business, as well as recent legislative changes which impact the
processing period. Our revenue recognition periods for mortgage default processing services revenues ranges
from one to nineteen months. Because of the extended time over which we may recognize these revenues, we
carry a balance of deferred revenues on our balance sheet, representing revenues billed but not yet earned. As of
December 31, 2011 and 2010, we recorded an aggregate $12.3 million and $14.4 million, respectively, as
deferred revenues related to mortgage default processing services on our balance sheet.

Services related to litigation support are billed primarily based upon the volume of data that we manage, the
number of documents that we review, the type of technology utilized, the number of consulting hours employed,
the size and complexity of the matter, and the requirements of the court or client. We recognize such revenues
during the month in which the services are provided. Revenue is recognized as the services are rendered, our fee
becomes fixed or determinable, collectability is reasonably assured and we have persuasive evidence of an
arrangement. '

In the case of Counsel Press, revenue is recognized when our final appellate product is filed with the court.
Within DiscoverReady, contracts with our customers frequently contain multiple service deliverables. Our
multiple element service offerings include data processing, review services, production and hosting. Based on
our evaluation of each deliverable, we have determined that each of these services have standalone value to our
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customers and represent separate units of accounting. Allocation of the total arrangement consideration to each
unit of accounting is determined at arrangement inception based on each unit’s relative selling price. For those
multiple element arrangements in which a unit of accounting is priced at an amount less than its estimated selling
price, we use the relative selling price method to allocate the discount proportionately to each unit of accounting
in the arrangement.

When available, we use vendor specific objective evidence to determine the selling price of a unit of
accounting. If vendor specific objective evidence does not exist, we use third-party evidence of the selling price
for similar services. For units of accounting in which there is no vendor specific objective evidence or third-party
evidence of selling price, the best estimate of selling price is used.

In most cases, DiscoverReady bills its customers each month for the services provided. Amounts billed in
excess of the amounts allocated to each unit of accounting for which the revenue recognition criteria have been
satisfied are recorded as deferred revenue on our consolidated balance sheet until all revenue recognition criteria
have been satisfied. At December 31, 2011, we recorded an aggregate $1.2 million as deferred revenues related
to litigation support services on our balance sheet. We had no such deferred revenue on our balance sheet at
December 31, 2010.

We record revenues recognized for services performed, but not yet billed, to our customers as unbilled
services. As of December 31, 2011 and 2010, we recorded an aggregate $16.8 million and $13.9 million,
respectively, as unbilled services and included these amounts in accounts receivable on our balance sheet.

Intangible Assets and Other Long-Lived Assets

We test our indefinite-lived intangible assets and goodwill annually for impairment using a November 30
measurement date. Our reporting units for purposes of goodwill impairment testing are Business Information,
Mortgage Default Processing, DiscoverReady and Counsel Press. We test all finite-lived intangible assets and
other long-lived assets, such as fixed assets, for impairment only if circumstances indicate that possible
impairment exists. We conduct interim impairment tests of our goodwill whenever circumstances or events
indicate that it is more likely than not that the fair value of one of our reporting units is below its carrying value.
Circumstances that could represent triggering events and therefore require an interim impairment test of goodwill
or evaluation of our finite-lived intangible assets or other long lived assets include the following: loss of key
personnel, unanticipated competition, higher or earlier than expected customer attrition, deterioration of
operating performance, significant adverse industry, economic or regulatory changes or a significant decline in
market capitalization.

Adverse changes in the business climate, earlier than expected customer attrition and deterioration of
operating performance in certain stand-alone businesses within the Business Information reporting unit (which
we determined to be asset groups) prompted us to perform impairment tests on these stand-alone businesses’
finite-lived intangibles and property and equipment in the fourth quarter of 2011. Recoverability of these assets
was evaluated and this process indicated that the carrying values of the asset groups were not recoverable, as the
expected undiscounted future cash flows to be generated by them were less than their carrying values. The
related impairment loss was measured based on the amount by which the asset group’s carrying value exceeded
its fair value. Asset group fair values were determined using a combination of discounted cash flows and a
market approach. As a result, we recorded $1.2 million in non-cash impairment charges in 2011 to reduce the
carrying value of long-lived assets within these asset groups.

We periodically evaluate the estimated economic lives and related amortization expense for our finite-lived
intangible assets. To the extent actual useful lives are less than our previously estimated lives, we will increase
our amortization expense on a prospective basis. We estimate useful lives of our intangible assets by reference to
both contractual arrangements and current and projected cash flows. The determination of useful lives and
whether long-lived assets are impaired includes the use of accounting estimates and assumptions, changes in
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which could materially impact our financial condition and operating performance if actual results differ from
such estimates and assumptions. During the year ended December 31, 2011, we revised the remaining estimated
useful lives of intangible assets in connection with the impairment recorded on certain assets as discussed above.
We did not revise any existing lives of our other finite-lived intangible assets.

At December 31, 2011, we had total goodwill of $276.9 million, which was allocated to our four reporting
units as follows: Business Information ($62.9 million); Mortgage Default Processing Services ($131.7 million);
DiscoverReady ($74.5 million); and Counsel Press ($7.8 million). We have completed our annual test for
impairment of goodwill and have determined that there is no impairment of our goodwill for the year ended
December 31, 2011.

The first step of our test for impairment of goodwill requires us to estimate the fair value of each reporting
unit and compare the fair value to the reporting unit’s carrying value. We determined the fair value of our
reporting units using a discounted cash flow approach and a comparative market approach. The discounted cash
flow approach calculates the present value of projected future cash flows using appropriate discount rates. The
comparative market approach provides indications of value based on market multiples for public companies
involved in similar lines of business. The fair values derived from these valuation methods were then weighted
(50% to each approach) to determine an estimated fair value for each reporting unit, which is compared to the
carrying value of each reporting unit to determine whether impairment exists. We then compared the total values
for all reporting units to our market capitalization as a test of the reasonableness of our approach.

To the extent a reporting unit’s carrying value exceeds its fair value, an indication exists that the reporting
unit’s goodwill may be impaired, and we must perform the second step of the impairment test. The second step
involves assigning the reporting unit’s fair value to all of its recognized and unrecognized assets and liabilities as
if the reporting unit had been acquired in a business combination in order to determine the implied fair value of
the reporting unit’s goodwill as of the testing date. The implied fair value of the reporting unit’s goodwill is then
compared to the carrying value of goodwill to quantify an impairment charge, if any, as of the assessment date.
Because the carrying value of each of our reporting units did not exceed their respective fair values, we did not
need to perform this second step.

In determining the fair values of our reporting units, we were required to make a number of assumptions.
Any variance in these assumptions could have a significant effect on our determination of goodwill impairment.
These assumptions included our actual operating results, future business plans, economic projections and market
data as well as estimates by our management regarding future cash flows and operating results. Further, we
cannot predict what future events may occur that could adversely affect the reported value of our goodwill. These
events include, but are not limited to, any strategic decisions we may make in response to economic or
competitive conditions affecting our reporting units and the effect of the economic and regulatory environment
on our business. If we are required to take an impairment charge in the future, it could have a material effect on
our consolidated financial statements because of the significance of goodwill to our consolidated balance sheet.
However, any such charge, if taken, will not have any impact on our ability to comply with the covenants
contained in our credit agreement because impairment charges are excluded from the calculation of adjusted
EBITDA for purposes of meeting the fixed charge coverage and total cash flow leverage ratios and because there
is no net worth minimum covenant. Future credit agreements may, however, contain covenants that may be
impacted by such non-cash impairment charges.

We prepared our discounted cash flow analysis in the same manner as we have prepared it in prior years.
We determined all significant assumptions based on market and regulatory conditions at the impairment testing
date. The key assumptions we used in preparing our discounted cash flow analysis are (1) projected cash flows,
(2) risk adjusted discount rates, and (3) expected long term growth rates. Because each of our reporting units has
unique characteristics, we developed these assumptions separately for each unit. We based our projected cash
flows on our actual 2011 operating results through November 30 and on budgeted operating amounts for 2012.
We have assumed long-term growth rates of 4.0% for all reporting units with the exception of Business
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Information, for which we used 2.5%. We believe our growth factors are reasonable given the balance in our
revenue streams and the countercyclical nature of public notice advertising and default mortgage processing
services revenues. We used risk-adjusted discount rates ranging between 10.7% to 11.7% for each reporting unit,
which were calculated using an estimated cost of debt and equity.

We based our comparative market approach on the valuation multiples as of November 30, 2011 (enterprise
value divided by EBITDA) of a selected group of peer companies in the business information and the business
process outsourcing industries.

Two of our reporting units, Business Information and Mortgage Default Processing Services, have
foreclosure-related revenues. As described in “Item 7—Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Recent Developments—Regulatory Environment” and “Item 1A—Risk
Factors” earlier in this report, there has been new and proposed legislation, along with lender-based programs,
aimed at delaying or preventing residential mortgage foreclosures. Beginning in late 2010 and continuing
through 2011, these changes have had a significant effect on the revenues in these reporting units, which directly
impacts the estimated fair value under the comparative market approach. We believe, however, that these
changes have had the effect of delaying, not eliminating, the pending foreclosure work that remains. We continue
to monitor proposed legislation, lender-based programs and other changes in the regulatory environment and
their impact on our reporting units to determine whether a triggering event has occurred.

A summary of the fair values under each approach, along with the estimated fair value for Business
Information and Mortgage Default Processing Services, as compared to the carrying value, was as follows
(amounts in millions):

Estimated Fair Value

Discounted Cash Comparative Estimated Carrying
Reporting Unit Flow Approach  Market Approach  Fair Value Value Excess
Business information . . . .......... ... ... .. $187.2 $1134 $150.3 $101.0 48.8%
Mortgage default processing services ......... $405.1 $243.3 $3242  $2724 19.0%

Accordingly, there is no goodwill impairment under our analysis for any reporting unit. However, this
calculation is highly sensitive and any change in our key assumptions about our reporting units or their prospects
could result in a future impairment charge. The Counsel Press and DiscoverReady reporting units are not shown
in the table above because their estimated fair values far exceeded their carrying values.

We believe that the estimated fair values of our reporting units are reasonable. We have consistently used
these approaches in determining the value of our goodwill and these types of analyses are used by the research
analysts that follow us.

As a test of the reasonableness of the aggregate estimated fair value of our reporting units, we compared the
aggregate fair value to the fair value of the Company, as a whole. We computed the Company’s fair value, as of
November 30, 2011, by (1) multiplying: (a) the closing price for a share of our common stock as reported by the
New York Stock Exchange ($9.13) by (b) the number of outstanding shares of our common stock; (2) adding a
control premium of 12%; and (3) adding the fair value of our long-term debt and seller financing, which were the
only assets or liabilities that we did not allocate to reporting units. We have applied a control premium to our
market capitalization analysis because such premiums are typically paid in acquisitions of publicly traded
companies. These control premiums represent the ability of an acquirer to control the operations of the business.
We based our control premium on a study of premiums paid in recent sales transactions. Using the approach
described above, our company had an estimated fair value of $548.5 million, which is less than the aggregate
estimated fair value of our reporting units.
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While the market capitalization is typically a good indicator of the reasonableness of our primary
approaches in evaluating the impairment of goodwill, we do not believe it is the most appropriate indicator of the
fair value of our business at this time. We believe that the decline in and sustained level of our stock price has
been influenced, in large part, by the current factors affecting the mortgage foreclosure processing market, which
has a direct impact on the results of operations of our Business Information and Mortgage Default Process
Services reporting units. We believe these factors have had the effect of temporarily slowing down, and not
eliminating, the referral of default files for processing. Accordingly, we believe that a variance between market
capitalization approach and fair value can exist and that difference could be significant at points in time due to
intervening macroeconomic influences.

We will continue to evaluate whether circumstances and events have changed, thereby requiring us to
conduct an interim test of our goodwill and other finite-lived assets. In particular, if we continue to see an
uncertain political and regulatory environment regarding mortgage foreclosures, the tight credit markets, and the
volatility of our stock price with any resulting decline in our market capitalization, along with other uncertainties
an interim impairment measurement of our goodwill and other finite-lived assets may be triggered. This could
result in a future material goodwill impairment charge, which could materially adversely impact our operating
results in the period in which such charge is recorded.

Fair Value of DiscoverReady’s Noncontrolling Interest

Because DiscoverReady’s noncontrolling interest (“NCI”) is redeemable outside of our control, we are
required to adjust it to fair value at each reporting period. We determine the fair value of the redeemable NCI in
DiscoverReady using a market approach. In 2011, we increased the value of the noncontrolling interest in
DiscoverReady by $2.1 million ($1.3 million net of tax) as a result of this adjustment.

Share-Based Compensation Expense

Under our incentive compensation plan, we have reserved for issuance 4.8 million shares of common stock
(which was increased in 2010 from 2.7 million shares), of which approximately 1.8 million shares were available
for grant as of December 31, 2011. Our incentive compensation plan provides for awards in the form of incentive
stock options, nonqualified stock options, restricted stock, stock appreciation rights, restricted stock units,
deferred shares, performance units and other stock-based awards. We recognize all share-based payments to
employees and non-employee directors, including grants of stock options and shares of restricted stock, based on
the estimated fair value of the equity or liability instruments issued. We estimate the fair value of share-based
awards at the grant date, with compensation expense recognized as the requisite service is rendered. We have not
issued any market/performance based awards.

We have used the Black-Scholes option pricing model to estimate the fair value on the date of grant of the
stock option awards that we issued, using the closing share price of our common stock on the grant date for all
options issued subsequent to our initial public offering. In connection with our Black-Scholes option pricing
model, we calculated the expected term of stock option awards by using the period over which we expect the
option holder will hold the stock options. We estimate forfeitures of share-based awards at the time of grant and
revise such estimates in subsequent periods if actual forfeitures differ from projections. We also made
assumptions with respect to expected stock price volatility based on the average historical volatility of a select
peer group of similar companies, or on a mix of the volatility of the price of our own common stock and that of
these peer companies as we develop more trading history and therefore can begin to place more reliance on our
stock price volatility. In addition, we chose to use the risk free interest rate for the U.S. Treasury zero coupon
yield curve in effect at the time of grant for a bond with a maturity similar to the expected life of the options.

Our incentive compensation plan allows for the issuance of restricted stock awards that may not be sold or
otherwise transferred until certain restrictions have lapsed. We determine the share-based expense for restricted
stock awards based on the market price of our stock on the date of grant applied to the total number of shares that
are anticipated to fully vest. Compensation expense is amortized over the vesting period.

46



See Note 18 to our consolidated financial statements included in this annual report on Form 10-K for more
information about our share-based compensation expense.

Income Taxes

Income taxes are recognized for the following: (1) amount of taxes payable for the current year and
(2) deferred tax assets and liabilities for the future tax consequence of events that have been recognized
differently in the financial statements than for tax purposes. Deferred tax assets and liabilities are established
using statutory tax rates and are adjusted for tax rate changes. Deferred tax assets are reduced by a valuation
allowance if it is more likely than not that some portion or all of the deferred tax assets will not be realized.

We consider accounting for income taxes critical to our operations because management is required to make
significant subjective judgments in developing our provision for income taxes, including the determination of
deferred tax assets and liabilities, and any valuation allowances that may be required against deferred tax assets.
In addition, we operate within multiple taxing jurisdictions and are subject to audit in these jurisdictions. These
audits can involve complex issues, which could require an extended period of time to resolve. The completion of
these audits could result in an increase to amounts previously paid to the taxing jurisdictions.

The extent of our operations involves dealing with uncertainties and judgments in the application of
complex tax regulations in a multitude of jurisdictions. We recognize potential liabilities and record tax liabilities
for anticipated tax audit issues in various tax jurisdictions based on our estimate of whether, and the extent to
which, additional taxes will be due. We adjust these reserves in light of changing facts and circumstances. If our
estimate of tax liabilities proves to be less than the ultimate assessment, an additional charge to expense would
result. If payment of these amounts ultimately proves to be less than the recorded amounts, the reversal of the
liabilities would result in tax benefits being recognized in the period when we determine the liabilities are no
longer necessary.

See Note 14 to our consolidated financial statements included in this annual report on Form 10-K for more
information pertaining to income taxes.

Accounts Receivable Allowances

We extend credit to our customers, including advertisers, public notice publishers, professional service
customers and others, based upon an evaluation of each customer’s financial condition, and collateral is generally
not required. For amounts due from customers with due dates in excess of one year, we record such balances in
accounts receivable, long-term, at a discounted amount. We establish allowances for doubtful accounts based on
estimates of losses related to customer receivable balances. Specifically, we use prior credit losses as a
percentage of credit sales, the aging of accounts receivable and specific identification of potential losses to
establish reserves for credit losses on accounts receivable.

At December 31, 2011, we had a significant concentration of credit risk relating to amounts due from
NDeX'’s eight law firm customers. Of our total consolidated net receivable balance, $38.9 million, or 53.9%, was
related to amounts due from these customers, and includes both billed and unbilled amounts. Billed amounts
represent $31.2 million, or 43.2%, of our total consolidated net receivable balance. Partially offsetting our total
accounts receivable exposure for these law firm customers is deferred revenue, for amounts billed but not yet
earned, in the amount of $12.3 million, which represents 31.7% of the total balances due. We do not carry an
allowance for doubtful accounts as it relates to these law firm customers as we have not experienced any write-
offs with these customers in the past.

We consider accounting for our allowance for doubtful accounts critical to our operating segments because
of the significance of accounts receivable to our current assets and operating cash flows. If the financial condition

of our customers were to deteriorate, resulting in an impairment of their ability to make payments, additional

47



allowances might be required, which could have a material effect on our financial statements. See “Liquidity and
Capital Resources” below for information regarding our receivables, allowance for doubtful accounts and day
sales outstanding.

New Accounting Pronouncements

See Note 1 of our audited consolidated financial statements included in this annual report on Form 10-K for
information about new accounting pronouncements that we have adopted.

RESULTS OF OPERATIONS

The following table sets forth selected operating results, including as a percentage of total revenues, for the
periods indicated below (in thousands, except per share data):

Year Ended December 31,
2011 % of Revenues 2010 % of Revenues 2009 % of Revenues

Revenues:

Professional Services ...................... $207,077 72.5% $223,069 72.7% $172,535 66.9%

Business Information ...................... 78,493 27.5% 83,826 27.3% 85,397 33.1%
Totalrevenues . ................ccivinvninn.n. 285,570 100.0% 306,895 100.00% 257,932 100.0%
Operating expenses:

Professional Services ...................... 180,410 63.2% 168,593 549% 130,281 50.5%

Business Information ...................... 71,492 25.0% 66,929 21.8% 63,653 24.7%

Unallocated corporate operating expenses .. . ... 8,269 2.9% 11,266 3.7% 12,803 5.0%

Fair value adjustments on earnout liabilities . . . . . (15,788) (5.5)% 1,071 0.3% — —%

Impairment of long-lived assets .............. 1,179 0.4% — —% — —%
Total operating expenses . . .................... 245,562 86.0% 247,859 80.8% 206,737 80.2%
Equity in earnings of affiliates ................. 2,118 0.7% 4,580 1.5% 4,615 1.8%
Operatingincome ........................... 42,126 14.8% 63,616 20.7% 55,810 21.6%
Interest expense,net ......................... (6,573) 2.3)% (7,543) 25% (7,206) 2.8)%
Non-cash interest income related to interest rate

SWAPS « vttt et e e 286 0.1% 1,185 0.4% 1,134 0.4%
Otherincome,net .................ccvvvn.n. 287 0.1% 197 0.1% 3,847 1.5%
Income from continuing operations before income

BAXES & v tte ittt i e e e 36,126 12.7% 57,455 18.7% 53,585 20.8%
Income taxexpense ...............couiuiin... (13,683) 4.8)% (21,771) 7.D)% (18,735) (7.3)%
Income from continuing operations ............. 22,443 7.9% 35,684 11.6% 34,850 13.5%
Discontinued operations, net of tax benefit ....... (1,117) 0.49)% (443) ©0.1)% (253) 0.1)%
Netincome .......................civuiun.. 21,326 7.5% 35,241 11.5% 34,597 13.4%
Less: Net income attributable to redeemable

noncontrolling interests .. ................... (1,833) 0.6)% (2,886) 09% (3,784) (1.5)%
Net income attributable to The Dolan Company ...$ 19,493 6.8% $ 32,355 10.5% $ 30,813 11.9%
Income from continuing operations attributable to

The Dolan Company per share:

Basicanddiluted .......................... $ 068 $ 1.08 $ 104
Weighted average shares outstanding:

Basic ...... ... ..., 30,141 30,151 29,832

Diluted .................. .. .. i 30,223 30,314 29,916
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Year Ended December 31, 2011
Compared to Year Ended December 31, 2010

Revenues
For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)
Total REVENUES . . o oottt et e ettt ettt e erneenns $285.6 $3069 $(21.3) (6.9)%

Our total revenues declined primarily as a result of a $33.9 million decrease in our mortgage default
processing services revenues, partially offset by an $17.9 million increase in our litigation support services
revenues. The increase in litigation support services revenues is primarily a result of the revenues generated from
our newly acquired ACT operations. The decrease in mortgage default processing services revenues was driven
largely by a decrease in the number of new foreclosure files received for processing. Our Business Information
revenues were down $5.3 million from the prior year, primarily due to decreased public notice revenues of $12.7
million, offset somewhat by increases in revenues due to businesses we acquired in 2010. You should refer to the
more detailed discussions in “Professional Services Division Results” and “Business Information Division
Results” below for more information regarding the causes of these changes.

We derived 72.5% and 72.7% of our total revenues from our Professional Services Division and 27.5% and
27.3% of our total revenues from our Business Information Division for the years ended December 31, 2011 and
2010, respectively. In our Professional Services Division, revenues from our mortgage default processing
services segment accounted for 45.6% and 53.5% of our total revenues in 2011 and 2010, respectively. Revenues
from our litigation support services segment (also part of our Professional Services Division) accounted for
26.9% and 19.2% of our total revenues in 2011 and 2010. This change in mix resulted primarily from the ACT
Litigation acquisition in 2011, as well as general economic conditions in the markets our NDeX and business
information products serve. We expect that, in 2012, total revenues in our Professional Services Division will
continue to increase year-over-year and as a percentage of our total revenues, particularly those revenues in our
litigation support services segment.

Operating Expenses
For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)

Total operating eXpenses ...................cooeeen. $245.6 $2479 $ (2.3) (0.9%
Direct operating €Xpenses . .. ............ueeenn... 126.5 119.0 74 6.2%
Selling, general and administrative expenses . ........ 106.8 102.2 4.6 4.5%
AmOrtization €Xpense . . . .........vuvurneranna.. 18.9 15.8 3.1 19.6%
Depreciation €Xpense . ..............oooveieiea.., 8.0 9.8 (1.8) (18.0)%
Fair value adjustments on earnout liabilities ......... (15.8) 1.1 (16.9) not meaningful
Impairment of long-lived assets ................... 1.2 0.0 1.2 not meaningful

Total operating expenses as a percentage of revenues increased to 86.0% for the year ended December 31,
2011, from 80.8% for the year ended December 31, 2010, largely as a result of decreased revenues in our
mortgage default processing services business and lower public notice revenues in our business information
division, which are typically higher margin revenue streams than some of our other business lines.
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Direct Operating Expenses. The increase in direct operating expenses consisted of a $5.0 million increase
in our Professional Services Division and a $2.5 million increase in our Business Information Division. You
should refer to the more detailed discussions in “Professional Services Division Results” and “Business
Information Division Results” below for more information regarding the causes of these increases. Direct
operating expenses as a percentage of total revenues increased to 44.2% for 2011, from 38.8% for 2010.

Selling, General and Administrative Expenses. The increase in our selling, general and administrative
expenses consisted of a $6.9 million increase in our Professional Services Division and a $0.7 million increase in
our Business Information Division. You should refer to the more detailed discussions in “Professional Services
Division Results” and “Business Information Division Results” below for more information regarding the causes
of these changes.

Unallocated corporate costs decreased by $3.0 million, partially offsetting the increases in our two divisions.
In addition to cost control efforts put in place throughout 2011, unallocated expenses are down from 2010
because we allocated out a greater amount of technology costs ($1.0 million increase) to the divisions to more
accurately reflect the usage of such costs. Additionally, we increased our allocations for health insurance ($1.4
million increase) based on anticipated headcount increases in 2011 and to account for large claims that were
incurred in late 2010. Total medical insurance costs for the company are down slightly from 2010.

Selling, general and administrative expense as a percentage of revenue increased to 37.4% for 2011 from
33.3% for 2010, due largely to the decreased revenues in our mortgage default processing services business and
lower public notice revenues in our business information division.

Fair Value Adjustments on Earnout Liabilities. Fair value adjustments on earnout liabilities consists of
$12.8 million for the Professional Services Division and $3.0 million for the Business Information Division,
largely a result of adjustments to the ACT and DataStream earnouts, respectively. You should refer to the more
detailed discussions in “Professional Services Division Results” and “Business Information Division Results”
below for more information regarding these items.

Impairment of Long-Lived Assets. As a result of certain triggering events in 2011, we tested certain long-
lived assets in the Business Information Division for impairment and, as a result, recorded impairment charges of
$1.2 million in the aggregate. You should refer to the more the detailed discussion in “Business Information
Division Results” below for more information regarding this.

Depreciation and Amortization Expense. Our depreciation expense decreased primarily as a result of a
large portion of the software associated with the Barrett-NDEx acquisition becoming fully depreciated in 2010,
offset somewhat by increased depreciation recorded on the newly acquired ACT assets. Our amortization
expense increased because of the amortization of the intangible assets acquired as part of the ACT acquisition in
July 2011, and the DataStream acquisition in December 2010.

Interest Expense, Net

For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)

Total interest eXpense, NEt .. ...........ouuuiniunneeeennnnn.. $6.6 $75 $(09) (12.5)%
Interest on bank credit facility ............................. 4.6 39 0.6 16.3%
Cash interest expense on interest rate Swaps .................. L5 2.5 (1.0) (38.8)%
Amortization of deferred financing fees ..................... 0.4 0.9 0.5 (7.)%

Other .. 0.1 0.3 ©.1) (1.5%



Interest expense related to our bank credit facility increased $0.6 million in 2011, driven primarily by an
increase in our average outstanding borrowings from $140.9 million in 2010, to $155.7 million in 2011. This
increase is due, in part, to funds borrowed to fund our acquisition of ACT in July 2011. Cash interest incurred on
our interest rate swaps decreased primarily as a result of a decrease in the notional amount of our swaps, due to
the maturity on March 31, 2011, of a swap agreement with a notional amount of $25 million, and, to a lesser
extent, interest rate changes. Amortization of deferred financing fees decreased in 2011 as a result of the
write-off in 2010 of certain financing fees related to our previous credit facility.

Non-Cash Interest Income Related to Interest Rate Swaps

For the Years
Ended

December 31,
2011 2010 Change
($’s in millions)
Non-Cash Interest Income Related to Interest Rate Swaps ......... $0.3 $1.2  $0.9) (75.9)%

Non-cash interest income related to the interest rate swap for which we did not apply hedge accounting
decreased $0.9 million as a result of the change in the fair value through the maturity of the swap in March 2011.
We do not expect to have non-cash interest expense related to interest rate swaps in the foreseeable future, as we
apply hedge accounting to our current interest rate swaps.

Equity in Earnings of Affiliates

For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)
Equity in Earnings of Affiliates .............................. $2.1 $4.6 325 (53.8)%

Equity in earnings of affiliates decreased primarily as a result of a reduction in earnings recorded from our
35% interest in DLNP. The reduced earnings are the result of a reduction in public notice placements in their
newspapers due to decreased foreclosure and workout volumes in the markets it serves.

Income Tax Expense

For the Years

Ended
December 31,
2011 2010 Change
($’s in millions)
INCOME tAX EXPEMSE . . v v v v v e e e eeiinieeeeeeeeannaans $13.7 $21.8 $8.1) (37.2)%
Bffective taX TatE . . ..ot e et e ettt e e e 37.9% 37.9%

Income tax expense decreased in 2011 as compared to 2010 due to a reduction in income.
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Professional Services Division Results

Revenues
For the Years
Ended
__December 31,
2011 2010 Change
($’s in millions)
Total Professional Services Division revenues ............. $207.1  $223.1 $(16.0) (7.2)%
Mortgage default processing revenues . ................. 130.4 164.3 339 (20.6)%
Litigation support services revenues ................... 76.7 58.8 17.9 30.4%

Our revenues declined primarily as a result of decreased revenues in our mortgage default processing
services segment. Revenues in this segment were down primarily due to decreased file volumes in many of the
markets we serve as well as a change in the mix of types of files received for processing. While our total files
received for processing for the year ended December 31, 2011, was down only 16.3%, from 378,800 mortgage
default case files for the year ended December 31, 2010, to 317,200 mortgage default case files for the year
ended December 31, 2011, we experienced a change in the mix of the types of files. New foreclosure files, which
tend to require more processing from NDeX and are therefore higher revenue files, were down nearly 30% from
2010. This was offset somewhat by a greater number of lower revenue files, such as foreclosure restarts and
mediations. We believe these file volume decreases and mix changes are attributed to continued marketplace and
regulatory dynamics that began in 2010 that have caused many large loan servicers to temporarily slow down and
reduce the referral of defaulted files for foreclosure processing while they review their processes and practices.

The Barrett law firm, Albertelli Law and Trott & Trott each accounted for more than 10%, and together
accounted for approximately 83% of our mortgage default processing services segment and 52% of our
Professional Services Division revenues for 2011. The Barrett Law Firm and Trott & Trott each accounted for _
more than 10%, and together accounted for approximately 71% of our mortgage default processing services
segment and 52% of our Professional Services Division revenues in 2010.

The increase in litigation support services revenues resulted primarily from the newly acquired ACT
operations in July 2011. On a pro forma basis for 2011, including the period of time during which ACT was
under previous ownership, litigation support services revenues grew by 26% as compared to 2010, due largely to
increased revenues at ACT, along with approximately 3% growth in our pre-existing businesses. Because of
DiscoverReady’s continued efforts to diversify its customer base, as well as the addition of the ACT operations,
we had just one customer in excess of 10% of segment revenues for 2011, accounting for 34% of such revenues.
This compares to 2010, when one customer was nearly 50% of segment revenues.

Operating Expenses — Mortgage Default Processing Services

For the Years

Ended
December 31,
2011 2010 Change
($’s in millions)

Total operating expenses ..................uurirnenn... $1186 $1250 $64) B.1D)%
Direct operating eXpenses . . . ......oout it 65.0 68.2 3.2) 4.71%
Selling, general and administrative expenses .............. 39.6 39.2 0.4 1.0%
AmOrtization €Xpense . .. ........uiiii 10.0 10.0 — 0.1)%
Depreciation expense .................oviiiinnn.... 3.6 6.5 29) @45.1)%
Fair value adjustment on earnout liabilities ............... 0.5 1.1 0.6) (54.5)%



Direct operating expenses decreased largely as a result of decreased file volumes and steps taken to reduce
our costs at NDeX, although the decrease was not in proportion to the file volume decrease. Processing costs in
many of our locations have not decreased in proportion to revenue and volume declines as a result of increased
demands, additional tasks, time spent attending to servicer audits, and process changes required by the customers
of our law firm customers, each requiring additional processing work for our employees. Selling, general and
administrative expenses decreased slightly from 2010. While measures have been put in place to reduce costs as
a result of lower file volumes, selling, general and administrative expenses have also been effected by new client
requirements placed on us, primarily in terms of increased requirements as it relates to information security and
technology. Also, increased personnel costs due to growing volumes in Florida, along with added headcount as
we program our case management system to accommodate Florida, California and Texas files, have added to
total selling, general and administrative expenses. Depreciation expense decreased as a result of a large portion of
the software associated with the Barrett-NDEx acquisition becoming fully depreciated in 2010.

Total operating expenses attributable to our mortgage default processing services segment as a percentage of

segment revenues increased to 91.0% for 2011, from 76.1% for 2010. This increase was primarily a result of a
reduction in revenues, without the ability to reduce costs in proportion to this reduction as discussed above.

Operating Expenses — Litigation Support Services

For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)

Total operating €Xpenses . .............ovuunen.n. $490 $447 $ 43 9.7%
Direct operating expenses ..................... 315 233 8.2 35.3%
Selling, general and administrative expenses .. .. .. 244 17.9 6.5 36.2%
Amortization eXpense . ...............oeioan.. 4.5 2.8 1.7 58.6%
Depreciationexpense ........................ 1.9 0.7 1.2 190.4%
Fair value adjustment on earnout liabilities ....... (13.2) — (13.2) not meaningful

The increase in total operating expenses is due in large part to the increased costs associated with operating
the newly acquired ACT business. In the pre-existing business, direct operating expenses increased $0.9 million
as a result of increased revenues, and selling, general and administrative expenses increased $2.7 million
primarily as a result of an increase in personnel and facility costs as we continue to invest in and grow our
DiscoverReady business, as well as approximately $0.7 million related to the acquisition costs related to ACT.
The increase in depreciation and amortization is largely due to the newly acquired ACT assets. The fair value
adjustment on earnout liabilities is related to changes in estimates on the earnout liabilities payable to the sellers
of ACT.

Excluding the impact of the fair value adjustment on earnout liabilities, total operating expenses attributable
to our litigation support services segment as a percentage of segment revenues increased to 81.2% for 2011, from
76.0% for 2010, which was largely a result of the increased selling, general and administrative expenses at
DiscoverReady as discussed above.
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Business Information Division Results

Revenues
For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)

Total Business Information Division Revenues . .............. $785 $838 $ (5.3) (6.4)%
Display and classified advertising revenues ................ 23.0 224 0.5 2.4%
Publicnoticerevenues .............. ... ... 33.2 45.9 (12.7) (27.6)%
Subscription-based and other revenues ................... 223 15.5 6.8 44.2%

Our revenues declined primarily as a result of decreased foreclosure-related public notice revenues.
Throughout 2011, we experienced softness in overall public notice revenues as lenders continued to place
increased scrutiny on their foreclosure practices, delaying foreclosure-related public notice placements in our
publications. Increased revenues from our 2010 acquisitions, which are included in subscription-based and other
revenues, helped somewhat offset the public notice revenue declines, as did modest gains in advertising revenues
due in part to growth in our events.

Operating Expenses
For the Years
Ended
December 31,
2011 2010 Change
($’s in millions)

Total operating expenses . ...............cooven.... $69.6 $669 $2.7 4.1%
Direct operating expenses . . . .................... 30.0 27.6 2.5 8.9%
Selling, general and administrative expenses ... ..... 35.2 345 0.7 2.1%
AmOrtization €Xpense . .. ........oovuuverneen..n 44 29 1.5 49.4%
Depreciation €Xpense . ..............cuvuvinn... 1.8 1.9 0.1) (2.6)%
Fair value adjustment on earnout liabilities ......... 3.0 — (3.0) not meaningful
Impairment of long-lived assets .................. 1.2 — 1.2 not meaningful

Operating expenses increased primarily as a result of costs associated with operating the businesses we
acquired in 2010. Total operating expenses from the pre-existing businesses were down $4.3 million year-over-
year, largely as a result of cost savings initiatives and other expense reductions put in place as a result of lower
revenues, along with decreased production costs resulting from fewer public notice placements in our
publications.

In the fourth quarter of 2011, management revised its estimates of the earnouts to be paid in connection with
the DataStream acquisition, resulting in a reduction of $3.1 million to the liability recorded. This amount is
included in fair value adjustments on earnout liabilities.

In 2011, adverse changes in the business climate, earlier than expected customer attrition and deterioration
of operating performance in certain stand-alone businesses within the Business Information Division required us
to perform impairment tests on these certain stand-alone businesses’ long-lived assets. Recoverability of these
assets was measured and this process indicated that the carrying values of certain assets were not recoverable, as
the expected undiscounted future cash flows to be generated by them were less than their carrying values. As a
result, we recorded $1.2 million in non-cash impairment charges in 2011 to reduce the carrying value of certain
assets, primarily software and customer lists.
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Excluding the impacts of the fair value adjustment on earnout liabilities, and the impairment of long-lived
assets, total operating expenses attributable to our Business Information Division as a percentage of Business
Information Division revenue increased to 91.1% for 2011, from 79.8% for 2010, due primarily to reduced
foreclosure activity reflected in the decrease of our public notice revenues.

Discontinued Operations

For the Years

Ended
December 31,
2011 2010 Change
($’s in millions)
Discontinued operations, net of tax benefit............. $(1.1) $(0.4) $0.7 not meaningful

During the fourth quarter of 2011, management committed to sell two of our smallest market stand-alone
businesses within the Business Information Division. We are currently negotiating with prospective buyers of our
Mississippi Business Journal and Colorado Springs Business Journal and related assets. At December 31, 2011,
we classified the net assets and liabilities of these operations as assets held for sale and reported the results of the
businesses in discontinued operations. Included in the results of the operations of these businesses in 2011 is a
non-cash impairment charge of $0.7 million on long-lived assets, primarily related to customer lists.
Additionally, we accrued $0.4 million in estimated exit costs. The net assets and liabilities of these operations are
included in other assets at December 31, 2010.

Year Ended December 31, 2010
Compared to Year Ended December 31, 2009

Revenues
For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)
TOtAl TEVENUES &« o vttt te e ee e e e e e eeieeieneenenaen $306.9 $257.9 $49.0 19.0%

Our total revenues increased primarily as a result of increased revenues in our litigation support services
segment, driven by our DiscoverReady business which we acquired in November 2009. DiscoverReady’s
revenues grew $37.3 million in 2010 compared to 2009 when we only owned them for two months. These
operations generated $43.4 million in revenues during 2010 (the DiscoverReady operations generated $25.9
million in 2009, of which $19.8 million was generated under previous ownership and thus not included in our
operating results for 2009). The increase in mortgage default processing services revenues of $12.8 million was
primarily driven by a $10.3 million increase in revenues from our NDeX Florida operations acquired in 2009. In
2010, these operations received 36,200 files for processing, compared to 15,600 files received in 2009 (which
includes 11,400 files received in the first nine months of 2009 when we did not own them). NDeX’s total file
volume increased by 29,300 files, from 349,500 in 2009 to 378,800 in 2010. Refer to the revenue discussion
below in “Professional Services Division Results” for more discussion on NDeX’s file volume. Revenues in our
Business Information Division declined $1.6 million in 2010. You should refer to the more detailed discussions
in “Professional Services Division Results” and “Business Information Division Results” below for more
information regarding the causes of these changes.
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We derived 72.7% and 66.9% of our total revenues from our Professional Services Division and 27.3% and
33.1% of our total revenues from our Business Information Division for the years ended December 31, 2010 and
2009, respectively. In our Professional Services Division, revenues from our mortgage default processing
services segment accounted for 53.5% and 58.7% of our total revenues in each of 2010 and 2009, respectively.
Revenues from our litigation support services segment (also part of our Professional Services Division)
accounted for 19.2% and 8.2% of our total revenues in each of 2010 and 2009. This change in mix resulted
primarily from the DiscoverReady acquisition in 2009, as well as general economic conditions in the markets our
business information products serve.

Operating Expenses
For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)

Total operating expenses ....................... $2479 $206.7 $41.1 19.9%
Direct operating expense ..................... 119.0 93.2 25.8 27.7%
Selling, general and administrative expenses . . . .. 102.2 87.2 15.0 17.1%
Amortization eXpense ....................... 15.8 16.9 (1.1) 6.7)Y%
Depreciation expense . ....................... 9.8 94 04 4.4%
Fair value adjustment on earnout liabilities . . .. ... 1.1 0.0 1.1  not meaningful

Total operating expenses as a percentage of revenues increased slightly to 80.8% for the year ended
December 31, 2010 from 80.2% for the year ended December 31, 2009.

Direct Operating Expenses. The increase in direct operating expenses consisted of a $24.8 million
increase in our Professional Services Division and a $1.0 million increase in our Business Information Division.
You should refer to the more detailed discussions in “Professional Services Division Results” and “Business
Information Division Results” below for more information regarding the causes of these increases. Direct
operating expenses as a percentage of total revenues increased to 38.8% for 2010, from 36.1% for 2009.

Selling, General and Administrative Expenses. The increase in our selling, general and administrative
expenses consisted of a $14.9 million increase in our Professional Services Division and a $2.5 million increase
in our Business Information Division. You should refer to the more detailed discussions in “Professional Services
Division Results” and “Business Information Division Results” below for more information regarding the causes
of these increases.

Partially offsetting these increases in our operating divisions was a $1.4 million year-over-year decrease in
unallocated costs in our corporate operations. The primary reason for this decrease is that in 2009, we incurred a
number of large medical claims, and our medical insurance allocations to our divisions were not sufficient to
cover such costs. In 2010, we increased our allocations in order to cover anticipated claims, thus resulting in
lower costs that remained in corporate. This change resulted in a $1.1 million year-over-year decrease in
unallocated medical insurance costs in corporate. For the total company, our medical costs increased $0.4
million. Also contributing to the decrease in unallocated costs in our corporate operations was a $0.3 million
severance expense recorded in 2009 in connection with the elimination of an executive officer position, for which
we had no similar expense in 2010.

Selling, general and administrative expense as a percentage of revenue was relatively constant at 33.6% for
2010 compared to 33.8% for 2009.
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Depreciation and Amortization Expense. Our depreciation expense increased primarily as a result of the
finalization of the purchase price accounting late in the third quarter of 2009 recorded in connection with the
Barrett-NDEx acquisition, which resulted in a higher allocation to depreciable software. Our amortization
expense decreased primarily because of the additional $0.9 million of amortization expense recorded in 2009
associated with the non-compete intangible asset attributable to Michael Barrett, a senior officer at Barrett-
NDEx, which was fully amortized in 2009 as a result of his death in January 2009. Additionally, the finalization
of the purchase price allocation in 2009 of the intangible assets associated with the Barrett-NDEXx acquisition
resulted in a reduction to amortizable intangible assets, and, therefore, a reduction in amortization expense.
Partially offsetting these decreases was an increase in amortization expense of $1.7 million as a result of the
DiscoverReady acquisition.

Interest Expense, Net

For the Years

Ended
December 31,
2010 2009 Change
($’s in millions)

Total interest eXpense, Net .. ..........ouurunnnnnenennrrnnnns $75 $72 $03 4.7%
Interest on bank credit facility ................ .. .. ... ... 39 5.1 (1.1) (1.8)%
Cash interest expense on interest rate SWaps .................. 2.5 1.7 0.8 48.8%
Amortization of deferred financing fees ..................... 0.9 0.3 06 237.2%

Other ..o e 0.3 0.2 — 8.0%

Interest expense related to our bank credit facility decreased $1.1 million in 2010. For 2010, our average
outstanding borrowings on our credit facility were $140.9 million compared to $151.9 million for 2009.
Additionally, the weighted average interest rate on those borrowings ranged from 2.3% — 2.5% in 2010,
compared to 2.4% — 3.8% in 2009, therefore resulting in lower interest expense. Cash interest incurred on our
interest rate swaps increased primarily as a result of the increase in the notional amount of our swaps, and, to a
lesser extent, interest rate changes. Amortization of deferred financing fees increased as a result of the write-off
in 2010 of certain financing fees related to our previous credit facility.

Non-Cash Interest Income Related to Interest Rate Swaps

For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)
Non-cash interest income related to interest rate swaps .............. $12 S$1.1 $01  45%

Non-cash interest income related to interest rate swaps, for which we do not apply hedge accounting,
increased $0.1 million. The estimated fair value of all our fixed rate interest rate swaps, including those for which
we apply hedge accounting, recorded on our balance sheet changed by $0.9 million, to a $2.4 million liability at
December 31, 2010, from a $1.5 million liability at December 31, 2009.

Other Income
For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)
Other INCOME . . ittt ettt et ettt ettt $0.2 $3.8 $(3.7) (94.9%



The $0.2 million other income in 2010 relates to the receipt of escrow funds related to the 2009 sale of our
investment in GovDelivery, Inc. In 2009, we recorded a $2.4 million gain on the sale of our investment in
GovDelivery in 2009, as well as the $1.4 million net gain recorded related to the receipt of insurance proceeds on
the company-owned life insurance of Michael Barrett, a senior officer of Barrett-NDEx, who passed away in
January 2009.

Income Tax Expense

For the Years

Ended
December 31,
2010 2009 Change
($’s in millions)
Income tax eXpense .. ...ttt $21.8 $18.7 $3.0 16.2%
Effectivetaxrate ......... ... .. ... .. i, 37.7% 34.9%

Income tax expense increased in 2010 over 2009 primarily as a result of higher income recorded in 2010,
and an increase in our state income tax expense. Income tax expense for 2010, as a percentage of income before
income taxes, was 37.7% compared to 34.9% for 2009. Income tax expense for 2009 was favorably impacted by
the receipt of non-taxable life insurance proceeds which accounts for 1.1% of the rate differential year over year.

Professional Services Division Results

Revenues
For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)

Total Professional Services Division revenues .............. $223.1  $172.5 $50.5 29.3%
Mortgage default processing service segment revenues . . . .. 164.3 151.5 12.8 8.4%
Litigation support services segment revenues ... .......... 58.8 21.1 377 179.2%

Our Professional Services revenues increased primarily as a result of increased revenues in our litigation
support services segment, driven by our DiscoverReady business which we acquired in November 2009.
DiscoverReady’s revenues grew $37.2 million in 2010 compared to 2009 when we only owned them for two
months. These operations generated $43.4 million in revenues during 2010 (the DiscoverReady operations
generated $25.9 million in 2009, of which $19.8 million was generated under previous ownership and thus not
included in our operating results for 2009). The increase in DiscoverReady’s revenues resulted primarily from
increased volume from two major customers, both of whom are in the financial services industry. Counsel Press’
revenues, another component of the litigation support services segment, grew 2.6% year-over-year on higher case
volumes. The increase in mortgage default processing services revenues of $12.8 was primarily driven by a $10.3
million increase in revenues from our NDeX operation in Florida which we acquired in October 2009. These
operations generated $12.6 million in revenues during 2010 (the NDeX Florida operations generated $2.3 million
during the period we owned them in 2009), having received approximately 36,200 files for processing during
2010 (compared to 15,600 files in 2009, of which 11,400 were received for processing under previous
ownership).

For the year ended December 31, 2010, we received for processing approximately 378,800 mortgage default
case files compared to approximately 349,500 mortgage default case files that we received for processing for the
year ended December 31, 2009. Excluding the 36,200 files received by our operations in Florida, the file volume
from our existing NDeX business was relatively flat year-over-year (less than 0.8% decrease), with some of our
geographic locations experiencing growth, while other saw volume decreases. We believe these flat volumes
were due, in part, to the various regulatory and marketplace dynamics experienced in 2010.
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The Barrett Law Firm and Trott & Trott each accounted for more than 10%, and together accounted for
approximately 70.5% of our mortgage default processing services segment and 51.9% of our Professional
Services Division revenues in 2010. For the same period in 2009, Trott & Trott and the Barrett Law Firm each
accounted for more than 10% of our mortgage default processing services segment and Professional Services
Division revenues. The top two customers in our litigation support services segment together accounted for
nearly 58% of our litigation support services revenues and 15.2% of Professional Services Division revenues.

Operating Expenses — Mortgage Default Processing Services

For the Years

Ended
December 31,
2010 2009 Change
($’s in millions)

Total operating eXpenses ....................... $1250 $1140 $99 8.7%
Direct operating €Xpense ..................... 68.2 60.3 79 13.0%
Selling, general and administrative expenses . . . ... 39.2 349 4.3 12.3%
Amortization eXpense .. ..o 10.0 12.5 2.4) (19.3)%
Depreciation eXpense ...............c.c.oeov..n. 6.5 6.3 0.2 2.9%
Fair value adjustment on earnout liabilities . ... ... 1.1 0.0 1.1  not meaningful

Total operating expenses in this segment increased largely as a result of the operating costs of our NDeX
operations in Florida acquired in October 2009. These operations accounted for $5.9 million of the increase in
direct operating expenses, and $3.8 million of the increase in selling, general, and administrative expenses. A
portion of the increase in Florida’s direct operating expenses was due to investments being made to prepare for
anticipated volume increases. These investments included personnel, facilities, and systems. Of the $3.8 million
of selling, general and administrative expenses from the Florida operations, $1.1 million was attributable to the
fair value adjustment related to the earnout liability recorded in connection with this acquisition. Direct operating
expenses in our existing businesses increased $2.0 million, resulting from increased personnel and other
processing costs incurred. These increases were due in part to legislation imposed in certain states that added
steps to the foreclosure process and thus increased our processing costs. Selling, general and administrative
expenses in our existing businesses increased due to an increase of $1.1 million in personnel costs and health
insurance costs.

Amortization expense decreased primarily because of the additional $0.9 million of amortization expense
recorded in 2009 associated with the non-compete intangible asset attributable to Michael Barrett, a senior officer
at Barrett-NDEx, which was fully amortized in 2009 as a result of his death in January 2009. Additionally, the
finalization of the purchase price allocation made in 2009 of the intangible assets associated with the Barrett-
NDEx acquisition resulted in a reduction to amortizable intangible assets, and therefore a reduction in
amortization expense. Partially offsetting these decreases was an increase in amortization expense of $0.5 million
as a result of the amortizable intangible assets from our Florida operations acquired in October 2009.
Depreciation expense increased as a result of the finalization of the purchase price allocation of Barrett-NDEX (as
discussed above), which resulted in a higher amount of depreciable software.
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Total operating expenses attributable to our mortgage default processing services segment as a percentage of
segment revenues increased slightly to 76.1% for the year ended December 31, 2010 from 75.3% for the year
ended December 31, 2009.

Operating Expenses — Litigation Support Services

For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)

Total operating eXpenses . .. ............ovuueneenn.. $447 $163 $28.4  Not meaningful
Direct operatingexpense . . ...........c...c....... 233 6.3 16.9  Not meaningful
Selling, general and administrative .. ............. 17.9 83 9.6  Not meaningful
AmoOrtization Xpense . ..............c.ooeenn.n.. 2.8 14 1.4 Not meaningful
Depreciation expense ..............c..cuve.... 0.7 0.2 0.5 Not meaningful

Total operating expenses in our litigation support services segment increased primarily as a result of the
operating costs of DiscoverReady, which we acquired in November 2009. Total operating expenses attributable
to our litigation support services segment as a percentage of segment revenues decreased to 76.0% for the year
ended December 31, 2010 from 77.3% for the year ended December 31, 2009.

Business Information Division Results

Revenues
For the Years
Ended
December 31,
2010 2009 Change
($’s in millions)

Total Business Information Division Revenues ................. $83.8 $854 $(1.6) (1.8)%
Display and classified advertising revenues .................. 22.4 22.9 04) 1.9%
PublicnoticCE revenues . ..............cooivrinrenrnnennnn. 45.9 48.4 24) (G.0)Y%
Subscription and otherrevenues . .......................... 15.5 14.2 1.3 9.1%

Our display and classified advertising revenues decreased primarily due to a decrease in the number of ads
placed in our publications, as well as a decrease in the average price paid per classified and display ad across our
publications, which we believe was driven by the continued struggling economy in several of the markets we
serve, and continued apprehension on the part of our customers to return their marketing spending to previous
levels. A decrease in the number and frequency of specialty publications and magazines published also
contributed to the revenue decline. Partially offsetting these decreases was an increase in revenue from our
events, due to an increase in the number of events held.

Our public notice revenues decreased due to an overall decrease in the total number of public notice ads
placed in our publications, most of which are foreclosure notices. Approximately 61% of this revenue decrease
was driven by the decreased number of foreclosure notices placed in our Maryland, Missouri, and Minnesota
publications. These decreases were largely due to slowdowns of public notice placements in the fourth quarter.
These revenues declined sharply in the fourth quarter as increased scrutiny made lenders more defensive about
their foreclosure practices. Mounting challenges to the integrity of the industry’s underlying paperwork,
including the so-called Robo-Signer scandal, prompted the major banks to declare a series of voluntary
foreclosure moratoriums in both judicial and non-judicial foreclosure states. Foreclosure advertising is our
predominant source of public notice revenue, and the temporary advertising halts were felt across nearly all of
our public notice markets, including our three largest, Minnesota, Missouri and Maryland. Throughout this time
regulators were encouraging lenders to engage in more loan modifications to stave off foreclosure.
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Subscription and other revenues increased as a result of the Federal News Service and DataStream
acquisitions in August 2010 and December 2010, respectively.

The business information products we target to the Missouri, Minnesota, and Maryland markets each
accounted for just over 10% of our Business Information Division’s revenues for the years ended December 31,
2010 and 2009.

Operating Expenses
For the Years
Ended
December 31,
m Change
($’s in millions)

Total direct and selling, general and administrative expenses ... ... $66.9 $63.7 $33 5.1%
Direct operating €Xpense . ............oeeeeiniiiaarnaaenn. 27.6 26.5 1.0 3.9%
Selling, general and administrative expenses .. ............... 34.5 32.1 2.5 7.6%
AMOTtiZation eXPEeNSe . . . ..o vve ettt 2.9 3.1 0.1) 4.8)%
Depreciation €Xpense . ...........coeiiiinieiiiaaiiiaa., 1.9 2.0 0.1 @)%

Direct operating expenses increased primarily as a result of the Federal News Service and DataStream
acquisitions. Marketing and promotion, relating to venue, catering, and other event expenses also increased, due
to an increase in the number of events held in 2010. Production and distribution costs decreased, primarily due to
a reduction in the pages in our print publications, as well as the printing of fewer specialty publications and
magazines and related postage expenses.

Selling, general and administrative expenses increased over the prior year, most notably due to an increase
in personnel expenses of $1.3 million, in part due to the operating costs of the newly-acquired Federal News
Service and DataStream operations. Other increases included marketing expenses to promote our newspapers and
circulation efforts as well as new product initiatives begun in the first quarter of 2010.

Total operating expenses attributable to our Business Information Division as a percentage of Business
Information Division revenue increased to 79.8% for the year ended December 31, 2010 from 74.5% for the year
ended December 31, 2009, largely as a result of a decrease in public notice revenues, which are higher margin
revenues.

Off Balance Sheet Arrangements

We have not entered into any off balance sheet arrangements.
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LIQUIDITY AND CAPITAL RESOURCES

Our primary sources of liquidity are cash flows from operations, available capacity under our credit facility,
distributions received from DLNP, and available cash reserves. The following table summarizes our cash and
cash equivalents, working capital (deficit) and long-term debt, less current portion as of December 31, 2011 and
2010, as well as cash flows for the years ended December 31, 2011, 2010 and 2009 (in thousands):

As of December 31,
2011 2010
Cashandcashequivalents ......................c.iiiiiiiiinne..n. $ 752 $ 4,862
Working capital (deficit) ............. ... i 4,375) 2,418
Long-term debt, less current portion .. ............coviiiiiiiin.... 168,724 131,568
Years Ended December 31,
2011 2010 2009
Net cash provided by operating activities ................... $ 41,302 64,423 $ 61,249
Net cash used in investing activities:
Acquisitions and investments ................ ... n..... (69,369) (17,808) (56,878)
Capital expenditures ...............cccoiiiiiiuninn.n. (7,868) (9,124) (2,998)
Net cash provided by (used in) financing activities ........... 31,365 (35,688) (4,549)

Cash Flows From Operating Activities

The most significant inflows of cash are cash receipts from our customers. Operating cash outflows include
payments to employees, payments to vendors for services and supplies and payments of interest and income
taxes.

Net cash provided by operating activities for the year ended December 31, 2011, decreased $23.1 million, or
35.9%, to $41.3 million from $64.4 million for the year ended December 31, 2010. This decrease was largely
attributable to the decrease in net income when compared to 2010, as well as a decrease in distributions received
from DLNP as discussed below. The total change in operating assets and liabilities, net of effects of business
combinations and discontinued operations, was a use of $7.4 million in 2011 compared to a use of $4.0 million in
2010. This increase in use of cash was largely a result of a decrease in pass-through liabilities related to NDeX’s
California operations, due in part to lower volumes as well as the timing of payments. Net cash provided by
operating activities for the year ended December 31, 2010, increased $3.2 million, or 5.2%, to $64.4 million from
$61.2 million for the year ended December 31, 2009. This was primarily a result of an increase in distributions
from DLNP of $1.4 million and a decrease in distributions paid to holders of noncontrolling interest of $1.7
million. Distributions paid to holders of noncontrolling interest decreased largely because of the reduction of the
noncontrolling interest percentage in NDeX as discussed above in “Noncontrolling Interest.” Changes in cash
flows from our various operating assets and liabilities were relatively consistent, in the aggregate, with 2009,
with the exception being the prepayment of federal and state income taxes as of December 31, 2010. At
December 31, 2010, we had prepaid $4.2 million of federal and state income taxes.

Working capital decreased $6.8 million, to a deficit of $4.4 million at December 31, 2011, from a surplus of
$2.4 million at December 31, 2010. Notable changes in working capital in 2011 were: an increase in net accounts
receivable of $12.3 million due in large part to the addition of the receivables related to the newly acquired ACT
(accounting for $8.5 million of the increase), along with an increase in NDeX receivables due, in part, to an
increase in foreclosure processing cycles as discussed below; a decrease in accrued pass-through liabilities of
$9.5 million due to a slowdown of mortgage defaults in California; and an increase in due to sellers of acquired
businesses of $17.5 million due primarily to the acquisition of ACT. Working capital increased $23.2 million, to
$2.4 million at December 31, 2010, from a deficit of $21.1 million at December 31, 2009, resulting primarily
from decreases in the current portion of our long-term debt, due to a modification of our long-term debt
agreement on December 6, 2010, which caused a $14.4 million increase in working capital. Also contributing to
the increase in working capital, at December 31, 2010, we had $4.2 million of prepaid income taxes on our
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balance sheet compared to a payable balance of $1.1 million at December 31, 2009. We also had a $4.3 million
positive impact on working capital in 2010 pertaining to the net change in accounts receivable, unbilled pass-
through costs, and accrued pass-through liabilities resulting from improved cash collections and the timing of the
payment of pass-through liabilities and the subsequent billing of those costs to our customers.

Our allowance for doubtful accounts as a percentage of gross receivables and days sales outstanding, or
DSO, as of December 31, 2011, 2010 and 2009 is set forth in the table below:

December 31,
2011 2010 2009

Allowance for doubtful accounts as a percentage of gross accounts
TECEIVADIE . .. . s 19% 2.6% 19%
Days salesoutstanding .............. . o it 99.1 735 685

Our allowance for doubtful accounts as a percentage of gross accounts receivable is relatively consistent
from 2009 through 2011. The decrease in this percentage from 2010 to 2011 is largely attributable to the growth
in net receivables in our NDeX operations of $6.7 million on which no allowance is carried. See below for
further discussion regarding our NDeX receivables.

We calculate DSO by dividing net receivables by average daily revenue excluding circulation. Average
daily revenue is computed by dividing total revenue by the total number of days in the period. Our DSO
increased in 2011 as a result of carrying larger receivable balances in some of our NDeX operating units as a
result of an increase in the length of time it takes to process foreclosures, most notably in Florida as this is a
judicial state with longer foreclosure processing cycles. Please refer to Recent Developments — Regulatory
Environment above for an explanation of some of the current factors that are contributing to the increase in time
it is taking to process foreclosures. In addition, our DSO increased from December 31, 2010, somewhat as a
result of early payments we received from two of NDeX’s law firm customers at the end of 2010, resulting in a
lower year-end balance and thus a reduced DSO. Similar prepayments were not made at the end of 2011. Our
DSO also increased in 2011 and 2010, due in part to longer collection cycles at DiscoverReady and also due to
DiscoverReady’s overall growth as a larger part of our company. In calculating our DSO for the year ended
December 31, 2009, we excluded the effect that the Albertelli and DiscoverReady acquisitions had on our total
days sales outstanding as the inclusion of the DSO attributable to these businesses make comparison to prior year
periods not meaningful.

At December 31, 2011, we had a significant concentration of credit risk relating to amounts due from
NDeX’s eight law firm customers. Of our total consolidated net receivable balance, $38.9 million, or 53.9%, was
related to amounts due from these customers, and includes both billed and unbilled amounts. Billed amounts
represent $31.2 million, or 43.2%, of our total consolidated net receivable balance. Partially offsetting our total
accounts receivable exposure for these law firm customers is deferred revenue, for amounts billed but not yet
earned, in the amount of $12.3 million, which represents 31.7% of the total balances due. We do not carry an
allowance for doubtful accounts as it relates to these law firm customers as we have not experienced any write-
offs with these customers in the past.

At December 31, 2010, of our consolidated net receivable balance, the amount due from NDeX’s eight law
firm customers was $27.8 million, or 46.4%. Billed amounts represented $20.3 million, or 33.9%, of our total
consolidated net receivable balance. Additionally, we had deferred revenue related to these customers, for
amounts billed but not yet earned, in the amount of $14.4 million, which represented 51.8% of the total balances
due.

We own 35.0% of the membership interests in Detroit Legal Publishing, LLC, or DLNP, the publisher of
Detroit Legal News. The operating agreement for DLNP provides for us to receive quarterly distribution
payments based on our ownership percentage, which are a significant source of operating cash flow. We received
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distributions of $4.0 million, $7.0 million and $5.6 million for the years ended December 31, 2011, 2010 and
2009, respectively. The decrease in distributions received in 2011 was due to decreased earnings generated by
DLNP as a result of a reduction in public notice placements in their newspapers as discussed above.

Cash Flows From Investing Activities

Net cash used in investing activities increased $50.0 million, to $76.8 million in 2011 from $26.8 million in
2010. Uses of cash in both periods pertained to acquisitions, capital expenditures and purchases of software. Cash
paid for acquisitions totaled $69.4 million for the year ended December 31, 2011, and $17.8 million for the year
ended December 31, 2010. Acquisition spending in 2011 related primarily to the acquisition of ACT and the
purchase of approximately one-third of the outstanding membership interests in DiscoverReady from DR
Holdco. Capital expenditures and purchases of software were approximately $7.9 million in 2011. About 17% of
our capital spending in 2011 related to office moves, renovations and related expenditures, and another 40%
related to spending on various specific technology enhancements. The remainder of our capital expenditure
spending in 2011 was used to acquire various equipment, software and furniture for our operating units. We
expect our capital expenditures to account for approximately 2.5% — 3.0% of our total revenues in 2012,
including capital expenditures to improve and expand our data centers.

Net cash used by investing activities decreased $29.5 million, to $26.8 million in 2010 from $56.3 million in
2009. Uses of cash in both periods pertained to acquisitions, capital expenditures and purchases of software. Cash
paid for acquisitions totaled $17.8 million for the year ended December 31, 2010, and $56.9 million for the year
ended December 31, 2009. Acquisition spending in 2010 related primarily to the acquisitions of DataStream and
Federal News. Capital expenditures and purchases of software were approximately $9.2 million in 2010. About
16% of our capital spending in 2010 related to office moves, renovations and related expenditures, and another
50% related to spending on various specific technology enhancements. The remainder of our capital expenditure
spending in 2010 was used to acquire various equipment, software and furniture for our operating units.

Finite-lived intangible assets increased $18.3 million, or 9.4%, to $213.0 million at December 31, 2011,
from $194.7 million at December 31, 2010. The change in finite-lived intangible assets resulted primarily from
the addition of assets in the ACT acquisition, which added $39.3 million ($1.1 million trade name and $38.3
million customer relationship), offset by current year amortization. See “Recent Acquisitions,” above for a
discussion of this acquisition. In addition, the completion of the valuation of assets acquired in the DataStream
acquisition resulted in approximately a $1.1 million reduction to finite-lived intangible assets. Also, impairments
of long-lived assets in both continuing and discontinued operations were approximately $1.9 million. See further
discussion in “Discontinued Operations/Assets Held for Sale” and “Impairment of Long-Lived Assets” above.
Finite-lived intangible assets increased $1.0 million, or 1.0 %, to $194.7 million at December 31, 2010 from
$193.7 million at December 31, 2009. The change in finite-lived intangible assets resulted primarily from the
assets in the Federal News and DataStream acquisitions.

Indefinite-lived intangible assets, including goodwill, increased $59.8 million, or 26.5%, to $285.1 million
at December 31, 2011, from $225.4 million at December 31, 2010. This change primarily resulted from the
goodwill acquired in the acquisition of ACT, which added $58.7 million in goodwill. Additionally, the
completion of the valuation of assets acquired in the DataStream acquisition resulted in an additional $1.0
million of goodwill. Indefinite-lived intangible assets, including goodwill, increased $2.8 million, or 1.3%, to
$225.4 million at December 31, 2010, from $222.6 million at December 31, 2009. This change resulted from the
preliminary valuation of the assets acquired in the DataStream acquisition (which added $4.2 million of
indefinite-lived intangible assets), as well as the completion of the valuation of the assets acquired in the
DiscoverReady acquisition (which reduced indefinite-lived intangible assets by $1.4 million) as more fully
described in Note 3 to our consolidated financial statements included in this annual report on Form 10-K.
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Cash Flows From Financing Activities

Net cash provided by financing activities primarily includes borrowings under our revolving credit
agreement and proceeds from the issuance of long-term debt. Cash used in financing activities generally includes
the repayment of borrowings under the revolving credit agreement and long-term debt, payments on unsecured
notes, and the payment of fees associated with the issuance of long-term debt.

Net cash provided by (used in) financing activities increased from cash used of $35.7 million in 2010, to
cash provided of $31.4 million in 2011. In 2011, we borrowed approximately $60.0 million to fund, in part, the
acquisition of ACT. Cash payments in 2011 primarily included $15.3 million net payments on our revolving line
of credit, $5.0 million of scheduled payments on our term note, and $3.8 million of payments made to the
Albertelli Sellers for the earnout, holdback and deferred payments in connection with our 2009 acquisition of the
mortgage default processing services business in Florida. Long-term debt, less current portion, increased $37.1
million to $168.7 million as of December 31, 2011. The current portion includes $5.0 million of scheduled
payments on our term loan and $2.5 million on our unsecured notes payable to the Trott Sellers and Feiwell &
Hannoy in connection with our acquisition of their respective interests in NDeX.

Net cash provided by (used in) financing activities increased from cash used of $4.5 million in 2009, to cash
used of $35.7 million in 2010. In 2010, our primary financing activities were our restructuring of our credit
facility in the fourth quarter. Net cash payments included paying off the $8 million balance on our revolving note
that was outstanding as of December 31, 2009, making $9.8 million of scheduled payments on our previous term
loan (compared to $10.3 million in 2009), making payments on our unsecured notes of $11.6 million, as well as
the $5.0 million aggregate amount paid to the Albertelli Sellers for the earnout, holdback and deferred payments
in connection with our 2009 acquisition of the mortgage default processing services business in Florida. Long-
term debt, less current portion, decreased $6.4 million to $131.6 million as of December 31, 2010. The current
portion includes $5.0 million of scheduled payments on our term loan and $2.4 million on our unsecured notes
payable to the Trott Sellers and Feiwell & Hannoy in connection with our acquisition of their respective interests
in NDeX.

Credit Agreement. On December 6, 2010, we entered into a third amended and restated credit agreement,
effective December 6, 2010 (the “Credit Agreement”), with a syndicate of bank lenders for a $205.0 million
senior secured credit facility comprised of a term loan facility in an initial aggregate amount of $50.0 million due
and payable in quarterly installments with a final maturity date of December 6, 2015, and a revolving credit
facility in an aggregate amount of up to $155.0 million, which may be increased pursuant to an “accordion”
feature to up to $200.0 million, with a final maturity date of December 6, 2015. The Credit Agreement was
amended on March 6, 2012, to increase the maximum aggregate amount of the revolving credit facility to $165.0
million and to amend certain of the Credit Agreement’s definitions and covenants. At any time after December 6,
2012, if the outstanding principal balance of revolving loans under the revolving credit facility of the Credit
Agreement exceeds $50.0 million, $50.0 million of such revolving loans shall convert to an amortizing term loan
due and payable in quarterly installments with a final maturity date of December 6, 2015. The Credit Agreement
restated our previous credit agreement in its entirety. In connection with this new credit facility, we paid
approximately $1.9 million in bank and legal fees.

In 2011, we drew an aggregate $44.7 million, net, of revolving loans to fund, primarily, the acquisition of
ACT, along with other payments due to the Albertelli Sellers, and for general working capital purposes. In the
first quarter of 2010, we paid down the $8.0 million balance on the revolver. In December 2010, we drew $84.0
million on the revolver under the Credit Agreement, which we used in part to pay off the previous term loan. In
2009, we drew an aggregate $8.0 million, net, of revolving loans to fund the acquisition of businesses we
acquired in 2009, along with other payments due to the sellers of businesses we acquired in 2008, and for general
working capital purposes.

As of December 31, 2011, we had $45.0 million outstanding under our term loan, and $128.7 million
outstanding under our revolving variable-rate notes and available capacity of approximately $26.3 million (which
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is increased to $36.3 million as a result of the March 6, 2012 amendment), after taking into account the senior
leverage ratio requirements under the credit agreement. We expect to use the remaining availability under our
credit facility, if needed, for working capital and other general corporate purposes, including the financing of
other acquisitions.

Our Credit Agreement permits us to elect whether outstanding amounts under the term loan facility and the
revolving credit facility accrue interest based on a base rate or a Eurocurrency rate (specifically, LIBOR) as
determined in accordance with the Credit Agreement, in each case, plus a margin that fluctuates on the basis of
the ratio of our total liabilities to pro forma EBITDA. The margin on the base rate loans may fluctuate between
0.5% and 2.0% and the margin on the Eurocurrency rate loans may fluctuate between 2.0% and 3.5%. If we elect
to have interest accrue (i) based on the base rate, then such interest is due and payable on the first business day of
each month and (ii) based on a Eurocurrency rate, then such interest is due and payable at the end of the
applicable interest period that we have elected, provided that if the applicable interest period is longer than three
months, interest will be due and payable in three month intervals. At December 31, 2011, the combined weighted
average interest rate on our senior term note and revolver was 3.8%.

Our obligations are secured by liens on substantially all of the assets of such entities, including pledges of
equity interests in the consolidated subsidiaries.

The Credit Agreement contains provisions for the issuance of letters of credit under the revolving credit
facility. It also permits us to pay cash dividends to our common stockholders as well as establish a stock
repurchase program pursuant to which we may repurchase shares of our stock, subject to a debt leverage ratio
requirement. In addition, our Credit Agreement contains a number of negative covenants that, unless consents are
received, limit us from, among other things and with certain thresholds and exceptions: incurring indebtedness
(including guarantee obligations) or liens; entering into mergers, consolidations, liquidations or dissolutions;
selling assets; entering into certain acquisition transactions; forming or entering into partnerships and joint
ventures; entering into negative pledge agreements; entering into transactions with affiliates; making
investments; entering into sale and leaseback transactions; and changing our line(s) of business.

The Credit Agreement, as amended, requires that, as of the last day of any fiscal quarter, we and our
consolidated subsidiaries not permit: our total cash flow leverage ratio to be more than 3.00 to 1.00 (or 3.50 to
1.00 following an acquisition triggering event); fixed charge coverage ratio to be less than 2.00 to 1.00; and
adjusted EBITDA for the previous two fiscal quarters to be less than $23.0 million as of both March 31, 2012,
and June 30, 2012, and less than $27.5 million for periods of determination thereafter, which amount may
increase up to $35.0 million upon increase of the revolving credit facility pursuant to the accordion feature. This
total cash flow leverage ratio represents, for any particular date, the ratio of our outstanding indebtedness (minus
cash and cash equivalents in excess of $5 million) to our pro forma EBITDA, calculated in accordance with our
Credit Agreement, for the four fiscal quarters ended on, or most recently ended before, the applicable date. Our
fixed charge coverage ratio, for any particular date, is equal to the ratio of (1) our adjusted EBITDA, calculated
in accordance with our Credit Agreement (less income taxes paid in cash, net capital expenditures paid in cash,
and certain restricted payments paid in cash), to (2) interest expense plus scheduled principal payments on
account of the term loan facility and our interest bearing liabilities plus all payments made pursuant to
non-competition or consulting fees paid by us in connection with acquisitions plus dividends paid, for the four
fiscal quarters ended on, or most recently ended before, the applicable date. If we are required to take an
impairment charge to our goodwill in the future, we do not expect that charge to impact our ability to comply
with the covenants contained in our Credit Agreement because impairment charges are excluded from the
calculation of EBITDA for purposes of meeting the fixed coverage and senior leverage ratios and because there
is no net worth minimum covenant in such agreement.
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Future Needs

We expect that cash flow from operations, supplemented by short and long-term financing and the proceeds
from our credit facility, as necessary, will be adequate to fund day-to-day operations and capital expenditure
requirements, along with our payment obligations in connection with the acquisition of ACT and to the Trott
Sellers in connection with our purchase of their ownership interest in NDeX and to Feiwell & Hannoy in
connection with the exercise of its put right, both as described in “Recent Developments — Increase in our
Ownership in NDeX.” However, our ability to generate sufficient cash flow in the future could be adversely
impacted by regulatory, lender and other responses to the mortgage crisis, including new and proposed
legislation and lenders’ voluntary and required loss mitigation efforts and moratoria, including those described in
“Recent Developments — Regulatory Environment” earlier in this annual report.

A decision to repurchase shares of our common stock as permitted under our stock repurchase program may
impact our cash needs in the future. This program was approved by our board of directors in December 2010, and
in 2011 we repurchased 137,500 shares under this program for an aggregate of $1.7 million. See “Recent
Developments — Stock Buy-Back Plan” earlier in this annual report on Form 10-K for a discussion of this plan.

We plan to continue to develop and evaluate potential acquisitions to expand our product and service
offerings and customer base and enter new geographic markets. We intend to fund these acquisitions over the
next twelve months with funds generated from operations and borrowings under our credit facility. We may also
need to raise money to fund these acquisitions, as we did for the acquisition of Barrett-NDEx in 2008, through
the sale of our equity securities or additional debt financing, including takedowns under our $200 million shelf
registration statement declared effective by the SEC on January 27, 2010.

Our ability to secure short-term and long-term financing in the future will depend on several factors,
including our future profitability and cash flow from operations, the quality of our short and long-term assets, our
relative levels of debt and equity, the financial condition and operations of acquisition targets (in the case of
acquisition financing) and the overall condition of the credit markets.
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Contractual Obligations

The following table represents our obligations and commitments to make future payments under contracts,
such as lease agreements, and other contingent commitments, as of December 31, 2011. Actual payments in
future periods may vary from those reflected in the table.

Less than 1 After
Year 1-3 Years 3-5Years 5 Years Total
(in thousands)

Termloan(l) .........ooiiiiiiniiiinnnn. $ 6,701 $26,378 $ 72,038 $ — $105,117
Revolvingnote(2) ............ccoovivniinninn... 5,191 6,382 81,625 — 93,198
Holdback, deferred cash payment, and earnouts payable

— Albertelli Sellers(3) ... 3,000 — — — 3,000
Capitalleases ............c.oiiiiiiiiiiiiii.. 203 24 —_ — 227
Operating leases(4) ..........ccoiviiiiiiii ... 7,837 12,308 8,478 8,654 37,277
Note payable on purchase of noncontrolling interest in

NDeX from Trott Sellers(5) . .. ...... ..., 1,336 — —_ — 1,336
Note payable on redemption of noncontrolling interest in

NDeX from Feiwell & Hannoy(6) ................. 1,200 — — —_ 1,200
Noncontrolling interest put right in NDeX(7) .......... — — — — —
Noncontrolling interest put right in DiscoverReady(8) . . . — 11,877 — — 11,877
Holdback and earnout payments — DataStream(9) ... .. 1,750 — — — 1,750
Holdback and earnout payments — ACT (10) ......... 18,243 13,771 — — 32,014

$45,461 $70,740 $162,141 $8,654 $286,996

(1) Consists of principal and interest payments due to the syndicate of lenders who are holders of our term loan,
and assumes the amount outstanding as of December 31, 2011, remains outstanding until maturity, and
assumes the conversion of $50.0 million from our revolving notes to term loan 30 days following the second
anniversary of the closing date of the credit facility as required by the terms of the credit agreement. Further
assumes an interest rate until the maturity date equal to 4.0% per annum.

(2) Consists of principal and interest payments due to the syndicate of lenders who are holders of our revolving
notes, and assumes the amount outstanding as of December 31, 2011, remains outstanding for two years after
closing date of the credit facility, 30 days after which $50.0 million is converted to term loan as discussed
above. Further assumes an interest rate until the maturity date equal to 4.0% per annum.

(3) In connection with our acquisition of the mortgage default processing and related services business of the
Albertelli Sellers on October 1, 2009, we may be obligated to pay the Albertelli Sellers up to an additional
$3.0 million. The amount of this cash payment will be based upon the adjusted EBITDA for the acquired
mortgage default processing and related services business during the twelve calendar months ending on
September 30, 2012. The amount we have disclosed in the table assumes that the EBITDA target is met.

(4) We lease office space and equipment under certain noncancelable operating leases that expire in various
years through 2021. Lease terms generally range from 5 to 10 years with one to two renewal options for
extended terms. The amounts included in the table above represent future minimum lease payments for
noncancelable operating leases.

(5) Under two common units purchase agreements, we acquired a 7.6% ownership interest in NDeX from the
Trott Sellers (who are the former members of APC Investments, LLC), and agreed to pay, in part, an
aggregate $13.0 million in cash. The remaining balance due is payable to the Trott Sellers in monthly
installments through December 1, 2012, at a rate of 4.25%.

(6) Under the terms of a redemption agreement with Feiwell & Hannoy, we agreed to pay $3.5 million in
installments for the redemption of a 1.7% ownership interest in NDeX from Feiwell & Hannoy. The note is
payable in 12 quarterly installments through December 3, 2012, with interest accruing at a rate of 3.25% per
annum.
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(7) Each of the minority members of NDeX has the right to require NDeX to repurchase all or any portion of the
NDeX membership interest held by them. To the extent any minority member of NDeX timely exercises this
right, the purchase price would be based upon 6.25 times NDeX’s trailing twelve month earnings before
interest, taxes, depreciation and amortization less the aggregate amount of any interest bearing indebtedness
outstanding for NDeX as of the date the repurchase occurs.

The put right for the sellers of Barrett-NDEx (who hold a 6.2% membership interest in NDeX, in the
aggregate) is exercisable for a period of six months following September 2, 2012. With respect to this put
right, it is not possible to provide the exact amount NDeX might be obligated to pay if the sellers of Barrett-
NDEx were to exercise this right at such time. As of December 31, 2011, the calculation of the put as
described above results in a zero value. As such, no amounts are included in the table above for such right. If
future calculations result in a value, and such right is timely exercised, the purchase price would be payable
by NDeX in the form of unsecured notes payable over three years after the exercise date and would accrue
interest at a rate equal to prime plus 2%. This information is being provided for informational purposes only
and may not be representative of the actual amount NDeX may be obligated to pay in connection with the put
right of the sellers of Barrett-NDEx

(8) DR Holdco has the right, for a period of 90 days following November 2, 2012, to require DiscoverReady to
repurchase approximately 50% of DR Holdco’s equity interest in DiscoverReady, and for a period of 90 days
following November 2, 2013, to require DiscoverReady to purchase DR Holdco’s remaining equity interest
in DiscoverReady. In addition, for a period of 90 days following November 2, 2013, DiscoverReady also has
the right to require DR Holdco to sell its entire equity interest in DiscoverReady. In each case, if either party
timely exercises its right, we would pay DR Holdco an amount based on the fair market value of the equity
interest. These rights may be exercised earlier under certain circumstances.

It is not possible to provide the exact amount DiscoverReady might be obligated to pay if DR Holdco or we
were to exercise our respective rights when they are exercisable. The amounts we have disclosed in the table
is provided as an example of the purchase price that would be payable by DiscoverReady if (x) DR Holdco or
we exercise our respective right in full as described above at each of the earliest dates possible, and (y) that
the fair market value of DR Holdco’s interest in DiscoverReady is $11.9 million, which is equal to the
adjusted book value of this interest at December 31, 2011. The amount in the table above assumes we would
make this payment in cash to the extent allowable by the terms and conditions of our then-existing bank
credit agreement. This amount is being provided for informational purposes only and may not be
representative of the actual amount DiscoverReady may be obligated to pay in connection with the exercise
of the rights described above.

(9) The acquisition of DataStream included a holdback payable of up to $1.5 million due in 2012, subject to
offset for indemnification claims. In addition, we may be obligated to pay earnouts up to an aggregate $4.0
million. The amount of the earnout payments is based upon the acquired business achieving certain EBITDA
targets during the calendar years ending December 31, 2011 and 2012. At December 31, 2011, we estimate
the fair value of the earnouts to be paid to be $0.3 million, and, accordingly, have included such amount in
the table above.

(10) In connection with our acquisition of ACT, we are obligated to pay up to $5.0 million that was held back for
a period of 20 months (subject to partial early release) to secure certain obligations of ACT, plus an earnout
payment based primarily upon the extent to which an agreed-upon multiple of ACT’s pro forma EBITDA for
the year ended December 31, 2011, exceeds the base purchase price of $65.0 million, plus two additional
earnout payments of up to a maximum of $15.0 million in the aggregate that are contingent upon reaching
certain revenue milestones for the years ended December 31, 2012 and 2013. The first earnout payment
amount has been determined to be $29.5 million, half of which is due in March 2012 and is included in the
table above. The second half of the first earnout payment is subject to further adjustment based on 2012
revenues; we have included an estimate of the fair value of this earnout in the table above. The two additional
earnout payments are not yet determinable. At December 31, 2011, we estimated the fair value of these
earnouts to be $1.9 million, in the aggregate, and have included such amount in the table above.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks related to interest rates. Other types of market risk, such as foreign currency
risk, do not arise in the normal course of our business activities. Our exposure to changes in interest rates is
limited to borrowings under our credit facility. However, as of December 31, 2011, we had a swap arrangement
that converts $50 million of our variable rate term loan into a fixed rate obligation. This swap agreement will
mature on various dates through June 30, 2014. On December 9, 2011, we entered into a new swap agreement
with a notional amount of $25 million. This swap has an effective date of January 3, 2012, and will mature on
December 31, 2014, In addition to these swaps, we held a swap agreement with a notional amount of $25 million,
which matured on March 31, 2011. We enter into derivative financial instrument transactions, such as swaps or
interest rate caps, in order to manage or reduce our exposure to risk from changes in interest rates. We do not
enter into derivatives or other financial instrument transactions for speculative purposes.

We recognize all of our derivative instruments as either assets or liabilities in the consolidated balance sheet
at fair value. We record the fair value of our swap agreements in accrued liabilities or other liabilities on our
balance sheet, depending on the timing of the expiration of the swap agreement. The accounting for changes in
the fair value of a derivative instrument, like our interest rate swap agreements, depends on whether it has been
designated and qualifies for hedge accounting. As of December 31, 2011, we have designated our interest rate
swap agreements that terminate on June 30, 2014, and December 31, 2014, for hedge accounting treatment.
Accordingly, we record changes in the fair value of this swap agreement in other comprehensive income or loss
(net of tax) on our balance sheet for the period then ended. Conversely, we treated the fair value of the swap
agreement that terminated on March 31, 2011, and did not qualify for hedge accounting treatment, as a
component of interest income (expense) in our statement of operations for the period then ended.

For the years ended December 31, 2011 and 2010, we recognized interest income of $0.3 million and $1.2
million, respectively, related to the fair value of the interest rate swap agreement that did not qualify for hedge
accounting. At both December 31, 2011 and 2010, we have $1.3 million (net of tax) included in other
comprehensive loss related to the change in fair value of the interest rate swap agreements that do qualify for
hedge accounting. At December 31, 2011 and 2010, the estimated fair value of our fixed interest rate swaps was
a liability of $2.1 million and $2.4 million, respectively.

If the future interest yield curve decreases, the fair value of the interest rate swap agreements will decrease
and interest expense will increase. If the future interest yield curve increases, the fair value of the interest rate
swap agreements will increase and interest expense will decrease.

Based on the variable-rate debt included in our debt portfolio, a 75 basis point increase in interest rates

would have resulted in additional interest expense of $0.8 million (pre-tax), $0.5 million (pre-tax), and
$0.8 million (pre-tax) in the years ended December 31, 2011, 2010 and 2009, respectively.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
The Dolan Company

We have audited the accompanying consolidated balance sheets of The Dolan Company and Subsidiaries
(the “Company”) as of December 31, 2011 and 2010, and the related consolidated statements of operations,
stockholders’ equity and cash flows for each of the three years in the period ended December 31, 2011. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits. We did not audit the financial statements of The
Detroit Legal News Publishing, LLC, an entity in which the Company has a 35% ownership interest. Those
financial statements were audited by other auditors whose report has been furnished to us, and our opinion,
insofar as it relates to the amounts included for The Detroit Legal News Publishing, LLC, is based solely on the
report of the other auditors. The Company has an $11.3, $13.2 and $15.5 million investment in and has recorded
equity in earnings of $2.2, $4.7 and $4.9 million of The Detroit Legal News Publishing, LLC as of and for the
years ended December 31, 2011, 2010 and 2009, respectively.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits and the report of the other auditors
provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the other auditors, the consolidated financial statements
referred to above present fairly, in all material respects, the financial position of The Dolan Company and
Subsidiaries as of December 31, 2011 and 2010, and the results of their operations and their cash flows for each
of the three years in the period ended December 31, 2011, in conformity with U.S. generally accepted accounting
principles.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), The Dolan Company and Subsidiaries’ internal control over financial reporting as of
December 31, 2011, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 9,
2012, expressed an unqualified opinion on the effectiveness of the Company’s internal control over financial
reporting.

/s/ McGladrey & Pullen, LLP

Minneapolis, Minnesota
March 9, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members
The Detroit Legal News Publishing, LLC
Detroit, Michigan

We have audited the accompanying statements of financial position of The Detroit Legal News Publishing,
LLC as of December 31, 2011 and 2010, and the related statements of operations, members’ equity, and cash
flows for the three years ended December 31, 2011, 2010 and 2009. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 2011 and 2010 and the results of its operations and its cash flows
for years ended December 31, 2011, 2010 and 2009, in conformity with U.S. generally accepted accounting
principles.

/s/ Baker Tilly Virchow Krause, LLP

Southfield, Michigan
January 30, 2012
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THE DOLAN COMPANY
CONSOLIDATED BALANCE SHEETS

December 31,
2011 2010
(in thousands, except
share data)
ASSETS
Current assets
Cash and cash eqUivalents ..............vuoueiuuiinne it e, $§ 752 % 43862
Accounts receivable, including unbilled services (net of allowances for doubtful accounts of $1,416
and $1,578 as of December 31, 2011, and 2010, respectively) ........ .. ... ... . ... 72,117 59,801
Unbilled pass-through costs . ........... . i 4,317 7,140
Prepaid expenses and other Current assets .. ... ...........o.ueinn e en e, 3,976 4,186
Income tax receivable . ... ...t e e 1,968 4,183
Assetsheld forsale . . ... ... i 257 —
Total current assets . .. ....... ... .. it 83,387 80,172
Accounts receivable, Iong term ......... .. e 2,500 —
INVESTIMENLS . . ..ottt e e 11,901 13,808
Property and equipment, net ... .......... it 19,263 17,148
Finite-lived intangible assets, MEt . . ...ttt et e 212,950 194,695
Indefinite-lived intangible assets .................. it 285,131 225,373
Other @SSeLS .« . .. vttt e 2,563 4,205
Total assets .. ... $617,695 $535,401
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Current portion of long-termdebt . . . ........ ... $ 7667 $ 7,578
Accounts payable ... ... ... 18,759 15,589
Accrued pass-through liabilities ... ....... .. ... .. . . . 8,820 18,271
Accrued cOmPensation . ... ........ ...t 5,189 5,409
Accrued liabilities . . .. ... 5,588 5,537
Due to sellers of acquired buSINeSSES ... ...... ..ottt 21,449 3,943
Deferred revenue ... ... 20,290 21,427
Total current liabilities . . . ......... ... ... .. . 87,762 77,754
Long-term debt, less current portion . ................ ... 168,724 131,568
Deferred inCOME taXes . ... ..ottt ittt ettt et 20,739 7,794
Dues to sellers of acquired bUSINESSES .. ... .o ovttn ettt e e e 13,733 7,033
Other Habilities . . . ... ..o e e e e e 7,319 5,814
Totalliabilities . . .. ... . .. 298,277 229,963
Redeemable noncontrolling interest . ........... ... ... ... .. ... . . ... .. 12,726 26,580
Commitments and contingencies (Note 19)
Stockholders’ equity
Common stock, $0.001 par value; authorized: 70,000,000 shares; outstanding: 30,576,597 and
30,511,408 shares as of December 31, 2011 and 2010, respectively ........................ 30 30
Preferred stock, $0.001 par value; authorized: 5,000,000 shares; designated: 5,000 shares of Series
A Junior Participating Preferred Stock; no shares outstanding ............................ — —
Other comprehensive 10ss (NEt Of tAX) .. ...\ttt ettt e e e e e e e (1,285) (1,298)
Additional paid-incapital . ............ ... . 294,476 286,148
Retained earnings (accumulated deficit) ................ .. 13,471 (6,022)
Total stockholders’ equity ............. ... ... ... . . . . . . . . 306,692 278,858
Total liabilities and stockholders’ equity .................. ... ... ... ... .. .. ... $617,695 $535,401

See Notes to Consolidated Financial Statements
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Years Ended December 31,
2011 2010 2009
(in thousands, except share and per share data)
Revenues
Professional SEIVICES .. ... vvuune e itie et $ 207,077 $ 223069 $ 172,535
Business Information ............ ... i e 78,493 83,826 85,397
ToOtal FEVEIMUES . . . . oot ittt e ettt et te e et 285,570 306,895 257,932
Operating expenses
Direct operating: Professional Services .......... ... ... ool 96,459 91,481 66,697
Direct operating: Business Information ............. ... ... ... oo 30,012 27,562 26,528
Selling, general and administrative ............. . ... oo i 106,774 102,161 87,208
AMOTHZAtION .« o o oottt et ettt ettt ae e et i e 18,921 15,818 16,950
DEPreciation . ... ..ovvuttuuiiiii e 8,005 9,767 9,354
Fair value adjustments on earnout liabilities ................. ... ... ... (15,788) 1,070 —
Impairment of long-lived assets .............c.coiiiiiiiniiiiiianee.. 1,179 — —
Total operating eXpenses ...................oveurerinneeeerennonn. 245,562 247,859 206,737
Equity in earnings of affiliates .............. ... ... i 2,118 4,580 4,615
Operatingincome . ............. ... it 42,126 63,616 55,810
Non-operating income (expense)
Interest expense, net of interestincome . ........... ... . ... ol 6,573) (7,543) (7,206)
Non-cash interest income related to interest rate swaps .................. 286 1,185 1,134
Other INCOME . .\ vttt it e ittt ittt a e ettt 287 197 3,847
Total non-operating eXpense .. ................uoiiiriinnnnnaraeenns (6,000) (6,161) (2,225)
Income from continuing operations before income taxes . .............. 36,126 57,455 53,585
INCOME tAX EXPEISE . . ..o vt vvit s et iiee e tia e eeienaannaacneenenns (13,683) (21,771) (18,735)
Income from continuing operations ..................... ... ... . ... 22,443 35,684 34,850
Discontinued operations, net of tax . ..........o it (1,117) (443) (253)
NetInCome .. ...t i e e e e 21,326 35,241 34,597
Less: Net income attributable to redeemable noncontrolling interests ......... (1,833) (2,886) (3,784)
Net income attributable to The Dolan Company ..................... $ 19,493 $ 32355 § 30,813
Earnings per share — basic and diluted:
Income from continuing operations attributable to The Dolan Company .. ... $ 068 $ 1.08 1.04
Discontinued operations attributable to The Dolan Company .............. (0.03) (0.01) (0.01)
Net income attributable to The Dolan Company ........................ 0.65 1.07 1.03
Decrease (increase) in redeemable noncontrolling interest in NDeX ........ 0.25 0.01 0.31)
Net income attributable to The Dolan Company common stockholders . ... .. $ 090 $ 1.08 $ 0.72
Weighted average shares outstanding —basic ................. .. ... ..., 30,141,488 30,150,837 29,831,660
Weighted average shares outstanding —diluted ............... ... . ... 30,223,319 30,314,174 29,916,351

Amounts attributable to The Dolan Company and to The Dolan Company
common stockholders:
Income from continuing operations, net of tax, attributable to The Dolan

COMPANY .\ttt et et e e et et e e e et it $ 20610 $ 32798 $ 31,066
Discontinued operations, net of tax, attributable to The Dolan Company . ... ... 1,117) (443) (253)
Net Income attributable to The Dolan Company .......................... 19,493 32,355 30,813
Decrease (increase) in redeemable noncontrolling interest in NDeX .......... 7,487 217 (9,262)
Net Income attributable to The Dolan Company common stockholders . ... .... $ 2698 $ 32572 $§ 21,551

See Notes to Consolidated Financial Statements
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Additional Other
Common Stock Paid-In  Accumulated Comprehensive
Shares Amount  Capital Deficit Loss Total
(In thousands, except for share data)

Balance (deficit) at December 31,2008 ........... 29,955,018  $30 $291,310  $(69,190) $ — $222,150
Net income attributable to The Dolan Company . . . — — — 30,813 — 30,813
Decrease in redeemable noncontrolling interest in

NDeX,netoftax ......................... — — 9.262) — — (9,262)
Net income attributable to The Dolan Company

common stockholders ..................... — — —_ — — 21,551
Issuance of common stock in connection with the

purchase of noncontrolling interest in NDeX ... 248,000 — 2,600 — — 2,600
Issuance of common stock pursuant to the exercise

of stockoptions .......................... 9,533 —_ 16 — — 16
Share-based compensation expense, including

issuance of restricted stock (shares are net of

forfeitures) .......... ..o, 113,886 — 2,556 — — 2,556
Other ... — — (10) — — (10)

Balance (deficit) at December 31,2009 ........... 30,326,437  $30 $287,210  $(38,377) 5 — $248,863
Net income attributable to The Dolan Company . . . — — — 32,355 — 32,355

Decrease in redeemable noncontrolling interest in
NDeX,netoftax ......................... — 217 — — 217

Net income attributable to The Dolan Company

common stockholders ..................... — — — — — 32,572
Unrealized loss on interest rate swap, net of tax . . . — — — — (1,298) (1,298)
Total comprehensive income .................. 31,274
Issuance of common stock pursuant to the exercise

of stockoptions .......................... 13,848 — 26 — — 26
Share-based compensation expense, including

issuance of restricted stock (shares are net of

forfeitures) .......... ..o, 171,123 — 3,242 — — 3,242
Increase in redeemable noncontrolling interest in

DiscoverReady, netoftax .................. — — (4,560) — — (4,560)
Other ......... . i, — — 13 — —— 13

Balance (deficit) at December 31,2010 ........... 30,511,408  $30 $286,148  $ (6,022) $(1,298) $278,858
Net income attributable to The Dolan Company . . . —— — — 19,493 — 19,493
Decrease in redeemable noncontrolling interest in

NDeX,netoftax .................c..c.un.. — — 7,487 — — 7,487
Net income attributable to The Dolan Company

common stockholders ..................... — — — — — 26,980
Unrealized gain on interest rate swap, net of tax . . . — — — — 13 13
Total comprehensive income .................. 26,993
Issuance of common stock pursuant to the exercise

of stockoptions .......................... 4,000 — 9 — — 9
Share-based compensation expense, including

issuance of restricted stock (shares are net of

forfeitures) ............ ... ..., 198,689 — 3,861 — — 3,861
Repurchase of common stock ................. (137,500)0 — (1,691) — —_ (1,691)
Increase in redeemable noncontrolling interest in

DiscoverReady, netoftax .................. — — (1,261) — — (1,261)
Other ..., — — an — — an

Balance (deficit) at December 31,2011 ........... 30,576,597  $30 $294,476  $ 13,471 $(1,285) $306,692

See Notes to Consolidated Financial Statements
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Years Ended December 31,
2011 2010 2009
(In thousands)
Cash flows from operating activities
NELINCOMMIE . . v o ettt ettt et e et et et e e ettt et e e e e e et $21,326 $35,241 $ 34,597
Loss from discontinued OPErations . .. ..............uuuiiuuninnerieeriniiinneaaaaaeeaanns 1,117 443 253
Income from continuing OPEratioNS ... . ..........ueuuuruuurnaaneneenonnnananseoseeaeenens 22,443 35,684 34,850
Distributions received from The Detroit Legal News Publishing, LLC ........................... 4,025 7,000 5,600
Distributions paid to holders of noncontrolling interests ............. ... . (643) (1,662) (3,240)
Gain on 5ale Of INVESUMENE . .. ..o\ttt ittt it ettt et ettt etareenaneaaens (394) 197) (2,359)
Non-cash operating activities:
AMOTHZALON . . ..ottt et e e e ettt e et i e 18,921 15,818 16,950
DEPIECIAION . . ...ttt ettt ittt et et e e 8,005 9,767 9,354
Impairment of Jong-lived assets . ..........oo it e 1,179 — —
Equity in earnings of affiliates ......... ... ... . . (2,118) (4,580) (4,615)
Stock-based cOMPENSAtioN EXPENSE . . ..\ v\ vtiiieee et ettt tiiaiar e et 3,843 3,237 2,523
Deferred INCOME AXES . ..t vttt ittt ittt ettt ettt et e e 8,948 2913 2,306
Change in value of interest rate SWapS ... ........c.uuiuinteenniionnnnieeeerneannneeeeeeens (286) (1,185) (836)
Amortization of debt iSSUANCE COSS . . ... .ottt ettt it it iiiiieaa s 372 868 257
Non-cash fair value adjustments on earnouts recorded in connection with acquisitions .............. (15,788) 1,070 —
Changes in operating assets and liabilities, net of effects of business combinations and discontinued
operations
Accounts receivable and unbilled pass-through costs . . ...........o i (524) 4,618 (16,265)
Prepaid expenses and other CUITENt assets ... ...........uuoiiinttrneeiiiinneeeennnnnnnenn 2,971 (5,280) 2,107
DT ASSELS . . ittt ettt e ettt e e e e e e e e e e 144 398 (451)
Accounts payable and accrued liabilities ............. .. .. i (9,688) (7,166) 9,243
Deferred revenue and other liabilities . . ... ... ... i e e e (325) 3,441 5,563
Cash provided by operating activities — continuing operations .............. ... it 41,085 64,744 60,987
Cash provided by (used in) operating activities — discontinued operations ....................... 217 (321) 262
Net cash provided by operating activities . . .............. ... ... ... ... 41,302 64,423 61,249
Cash flows from investing activities
Acquisitions and INVESHMENTS .. ...... ...t it e (69,369) (17,808) (56,878)
Capital eXpenditures . ... .. ... ...ttt e (7,868) (9,124) (2,998)
Proceeds on the sale of investment, including escrow payments ................. ... ..o 394 197 3,558
(037 77 — 108
Cash used for investing activities — continuing Operations .. ............iiiiiaianreereereeens (76,766)  (26,735)  (56,210)
Cash used for investing activities — discontinued operations ..................coiiiiiannin.. (11) (32) (52)
Net cash used in investing activities . . .. ............. ... ... ... . oo il (76,777)  (26,767) (56,262)
Cash flows from financing activities
Net borrowings (payments) on senior revolvingnote . . ........ .. ..ot 44,700 (7,675) 8,000
Payments on senior long-termdebt . . . ... .. ... (5,000) 9,775)  (10,300)
Payments of deferred acquisition costs and €arnouts ............ ... i (3,844) (5,000) —_
Payments on unsecured notes payable ... ...... ... . i e (2,416) (11,565) (1,750)
Payments for repurchases of common stock .. ... ... ..o e (1,691) —— —_
Payments of deferred financing Costs .......... .. it e — (1,491) (466)
11071175 o g (384) (182) (33)
Net cash provided by (used in) financing activities ............................. ... 31,365 (35,688) (4,549)
Net change in cashand cashequivalents ................ ... ... .. ... .. ... i (4,110) 1,968 438
Cash and cash equivalents at beginning of the period ............... .. ... 4,862 2,894 2,456
Cash and cash equivalents atend of theperiod .......... ... ... ... ... . i $ 752 $ 4862 $ 2,894
Supplemental disclosures of cash flow information
Cash paid during the year for:
TIIEELESE « « v et et e e e e e e e e e e e e e e e e $ 6388 $ 6,343 $ 6,834
TRCOME BAXES . . o vt te et e tee e et ee s e e ean e et e e e e e e e me ettt eenneeans 1,553 23,021 13,658
Supplemental disclosures of noncash and financing information
Due to or notes payable to sellers of acquired business ............... ..o i $ — $ 6365 $ 4,685
Notes payable to seller of noncontrolling interest. .. ............ o i, — 8,450 8,000
Deferred tax benefit on discontinued Operations . ............c.coetuiiiiiienrnnonenneaeaenn. 718 293 165
Issuance of common stock for acquisition and purchase of noncontrolling interest ................. — —_ 2,600
Noncash buildout allowances at leased facilities ............. ... .o i, 840 — 55

See Notes to Consolidated Financial Statements
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Note 1. Nature of Business and Significant Accounting Policies

Nature of Business: The Dolan Company and its subsidiaries (the “Company™) is a leading provider of
professional services and business information to legal, financial and real estate sectors in the United States. The
Company operates in three reportable segments. Those segments are Mortgage Default Processing Services,
Litigation Support Services and Business Information. The Mortgage Default Processing Services and Litigation
Support Services segments comprise the Company’s Professional Services Division. The Company’s Mortgage
Default Processing Services segment (comprised of NDeX) provides mortgage default processing services to
eight law firm customers in seven states and directly to loan servicers and lenders on California foreclosure files.
The Company’s Litigation Support Services segment (comprised of DiscoverReady and Counsel Press) provides
discovery management and document review services and appellate services to the legal community. The
Company’s Business Information segment supplies information to the legal, financial, real estate and
governmental affairs sectors through a variety of subscription-based products and media, including court and
commercial newspapers, business journals, events, the Internet and other electronic media offerings. Effective
May 26, 2010, the Company changed its name from Dolan Media Company to The Dolan Company.

Basis of Presentation: The Company operates its majority owned subsidiary, American Processing
Company, LLC, under the trade name National Default Exchange, or NDeX. Therefore, when the Company
refers to “NDeX” in these notes, it means all of its mortgage default processing operations in Michigan, Indiana,
Minnesota, Florida and at Barrett-NDEx, which serves the Texas, Nevada, California and Georgia markets, all of
which the Company formerly referred to as APC, as well as the mortgage default processing services operations
in Florida acquired from the Albertelli Sellers on October 1, 2009. When the Company refers to “Barrett-NDEx”
in these notes, it means the entities that constitute the mortgage default processing operations serving the Texas,
California, Georgia and Nevada markets which NDeX acquired on September 2, 2008, as described in Note 3
under “National Default Exchange L.P. and related entities.” When the Company refers to the “Albertelli Sellers”
in these notes, it means James E. Albertelli, P.A., The Albertelli Firm, P.C., Albertelli Title, Inc. and James E.
Albertelli, as a group, from which NDeX acquired its Florida operations on October 1, 2009.

In 2011, the Company committed to a plan of action to sell two of its stand-alone businesses within the
Business Information segment, with the results of the operations of these businesses included in discontinued
operations for 2011, 2010 and 2009. Accordingly the Company has removed from its operating results for 2010
and 2009 the results of these businesses and presented them within discontinued operations. The assets of these
operations, net of related liabilities, are included in assets held for sale at December 31, 2011, and other assets at
December 31, 2010. See Note 5 for further information on businesses held for sale.

Use of Estimates in the Preparation of Financial Statements: The preparation of financial statements in
conformity with accounting principles generally accepted in the United States requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results may differ from these estimates. The Company believes the critical
accounting policies that require the most significant assumptions and judgments in the preparation of its
consolidated financial statements include: acquisition accounting, including estimates of the fair value of
earnouts to be paid in conjunction with such acquisitions and the subsequent measurement of such liabilities;
revenue recognition; accounting for and analysis of potential impairment of goodwill and other finite-lived
intangible assets; fair value of DiscoverReady’s noncontrolling interest; accounting for share-based
compensation; income tax accounting; and allowances for doubtful accounts.
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Critical Accounting Policies: A summary of the Company’s significant accounting policies follows:

Principles of Consolidation: The consolidated financial statements include the accounts of the Company,
all wholly-owned subsidiaries and its majority ownership interests in NDeX, DiscoverReady LLC
(“DiscoverReady”) and Legislative Information Services of America (“LISA”). The Company accounts for the
percentage interest in NDeX, DiscoverReady and LISA that it does not own as noncontrolling interest. All
significant intercompany accounts and transactions have been eliminated in consolidation.

Revenue Recognition: The Company generates revenue from its Mortgage Default Processing Services
segment, in part, by providing mortgage default processing services and recognizes this revenue on a
proportional performance basis over the period during which the services are provided, the calculation of which
requires management to make significant estimates as to the appropriate length of the revenue recognition period
and allocation of revenues within those periods. These estimates are based primarily upon the Company’s
historical experience and its knowledge of processing cycles in each of the states in which it does business, as
well as recent legislative changes which impact the processing period. The Company’s revenue recognition
periods for mortgage default processing services revenues ranges from one to nineteen months. As discussed in
Note 16, the Company provides these services to its law firm customers pursuant to long-term services
agreements. In California, the. Company also provides these services directly to mortgage lenders and loan
servicers. The Company also provides real estate title and related services to the Barrett Law Firm, and
recognizes revenue associated with these services over the period in which those services are performed.

In connection with mortgage default processing services provided directly to mortgage lender and loan
servicers on loans secured by properties located in California, the Company incurs pass-through costs such as
trustee sale guarantees, title policies, and post and publication charges. The Company has determined that such
pass-through items should be recorded at a net amount, rather than as revenue in the Company’s consolidated
financial statements at the gross amount billed to the customer. The Company has separately shown the unbilled
amount of these pass-through costs and the accrued liability on the face of the balance sheet. Billed pass-through
costs are included in accounts receivable, net.

Services related to litigation support are billed primarily based upon the volume of data managed, the
number of documents reviewed, the type of technology utilized, the number of consulting hours employed, the
size and complexity of the matter, and the requirements of the court or client. The Company recognizes such
revenues during the month in which the services are provided. Revenue is recognized as the services are
rendered, the Company’s fee becomes fixed or determinable, collectability is reasonably assured and the
Company has persuasive evidence of an arrangement.

In the case of Counsel Press, revenue is recognized when its final appellate product is filed with the court.
Within DiscoverReady, contracts with its customers frequently contain multiple service deliverables. Its multiple
element service offerings include data processing, review services, production and hosting. Based on the
Company’s evaluation of each deliverable, it has determined that each of these services have standalone value to
its customers and represent separate units of accounting. Allocation of the total arrangement consideration to
each unit of accounting is determined at arrangement inception based on each unit’s relative selling price. For
those multiple element arrangements in which a unit of accounting is priced at an amount less than its estimated
selling price, the Company uses the relative selling price method to allocate the discount proportionately to each
unit of accounting in the arrangement.

When available, the Company uses vendor specific objective evidence to determine the selling price of a
unit of accounting. If vendor specific objective evidence does not exist, the Company uses third-party evidence
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of the selling price for similar services. For units of accounting in which there is no vendor specific objective
evidence or third-party evidence of selling price, the best estimate of selling price is used.

In most cases, DiscoverReady bills its customers each month for the services provided. Amounts billed in
excess of the amounts allocated to each unit of accounting for which the revenue recognition criteria have been
satisfied are recorded as deferred revenue on the Company’s consolidated balance sheet until all revenue
recognition criteria have been satisfied. At December 31, 2011, the Company recorded an aggregate $1.2 million
as deferred revenues related to litigation support services on its balance sheet. The Company had no such
deferred revenue on its balance sheet at December 31, 2010.

Revenue from the Company’s Business Information segment consists of display and classified advertising
(including events), public notices, and subscriptions and other. The Company recognizes display advertising,
classified advertising and public notice revenue upon placement in one of its publications or on one of its web
sites. The Company recognizes display and classified advertising revenues generated by sponsorships,
advertising and ticket sales, all related to local events, when those events are held. Revenue from subscription-
based products is recognized ratably over the related subscription period. The Company recognizes other
business information revenues upon delivery of the printed or electronic product to its customers.

The Company records amounts billed to customers in both its Mortgage Default Processing Services and
Litigation Support Services segments but not yet recognized as revenues as deferred revenue. The Company
records a liability for deferred revenue in the Business Information segment either when it bills advertising in
advance or customers prepay for subscriptions. As of December 31, 2011 and 2010, the Company recorded an
aggregate $21.9 million and $23.2 million, respectively, as deferred revenue.

The Company records revenues recognized for services performed but not yet billed to its customers as
unbilled services. As of December 31, 2011 and 2010, the Company recorded an aggregate $16.8 million and
$13.9 million, respectively, as unbilled services and included these amounts in accounts receivable on its balance
sheet. The majority of these unbilled services are attributable to our Mortgage Default Processing Services
segment.

Cash and Cash Equivalents: Cash and cash equivalents may include money market mutual funds and
other highly liquid investments with original maturities of three months or less at the date of acquisition. The
Company maintains its cash in bank deposit accounts which, at times, may exceed federally insured limits. The
Company has not experienced any losses in these accounts. The Company has presented $3.9 million of
outstanding checks at December 31, 2011, within accounts payable.

Accounts Receivable: The Company carries accounts receivable at the original invoice or unbilled
services amount less an estimate made for doubtful accounts. For amounts due from customers with due dates in
excess of one year, the Company records such balances in accounts receivable, long-term, at a discounted amount
determined using an estimated borrowing rate of the counterparty. The Company reviews a customer’s credit
history before extending credit and establishes an allowance for doubtful accounts based on factors surrounding
the credit risk of specific customers, historic trends and other information.
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Activity in the allowance for doubtful accounts was as follows (in thousands):

Provision
fi
Balance Dou(::;ful Net Written Balance
Beginning Acquisitions Accounts off Ending
2001 L $1,578 $ — $479 $(641) $1,416
2010 ... 1,113 190 655 (380) 1,578
2009 ... 1,398 112 210 (607) 1,113

Investments: The Company accounts for investmments using the equity method of accounting if the
investment provides the Company the ability to exercise significant influence, but not control, over an investor.
Significant influence is generally deemed to exist if the Company has an ownership interest in the voting stock of
an investor of between 20 percent and 50 percent, although other factors, such as representation on the investee’s
Board of Directors, are considered in determining whether the equity method of accounting is appropriate. Under
this method, the investment, originally recorded at cost, is adjusted to recognize the Company’s share of net
income or losses of the affiliate as they occur, limited to the extent of the Company’s investment in, advances to
and commitments for the investee. The Company considers whether the fair values of its equity method
investments have declined below their carrying value whenever adverse events or changes in circumstances
indicate that recorded values may not be recoverable. If the Company considered any such decline to be other
than temporary (based on various factors, including historical financial results, product development activities
and the overall health of the affiliate’s industry), then the Company would record a write-down to estimated fair
value.

Property and Equipment: Property and equipment are stated at cost less accumulated depreciation.
Depreciation is computed on property and equipment using the straight-line method over the estimated useful
lives of the assets. Leasehold improvements are depreciated over the lesser of their estimated useful lives or the
remaining lease terms.

Purchased software and capitalized costs related to internally developed software for internal use are
amortized over their useful lives of two to five years. Costs are expensed as incurred during the preliminary
project stage and post implementation stage. Costs incurred during the application development stage related to
internally developed software are capitalized. Once capitalization begins, internal payroll and payroll-related
costs for employees who are directly associated with the internal-use computer software project (to the extent
those employees devoted time directly to the project), as well as external direct costs incurred for services used in
developing or obtaining internal-use computer software, are capitalized. Amortization of capitalized costs begins
when the software is ready for its intended use.

Financial Instruments: The Company accounts for derivative instruments and other hedging activities by
recognizing all derivatives as either assets or liabilities on the balance sheet and then measures those instruments
at fair value. The effect on earnings from recognizing the fair values of these derivative financial instruments
depends on their intended use, their hedge designation, and their effectiveness in offsetting changes in the fair
values of the exposures they are hedging. For those instruments designated as hedges, changes in the effective
portions of the fair values of instruments used to reduce or eliminate adverse fluctuations in cash flows of
anticipated or forecasted transactions are reported in equity as a component of other comprehensive loss.
Amounts in other comprehensive loss are reclassified to earnings when the related hedged items affect earnings
or the anticipated transactions are no longer probable. Changes in the fair values of derivative instruments that
are not designated as hedges or do not qualify for hedge accounting treatment are reported currently in earnings.
Amounts reported in earnings are classified consistently with the item being hedged.
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For derivative financial instruments accounted for as hedging instruments, the Company formally designates
and documents, at inception, the financial instrument as a hedge of a specific underlying exposure, the risk
management objective, and the manner in which effectiveness of the hedge will be assessed. The Company
formally assesses, both at inception and at each reporting period thereafter, whether the derivative financial
instruments used in hedging transactions are effective in offsetting changes in fair value or cash flows of the
related underlying exposures. Any ineffective portion of the change in fair value of the instruments is recognized
immediately in earnings.

The Company discontinues the use of hedge accounting prospectively when (1) the derivative instrument is
no longer effective in offsetting changes in fair value or cash flows of the underlying hedged item; (2) the
derivative instrument expires, is sold, terminated, or exercised; or (3) designating the derivative instrument as a
hedge is no longer appropriate. See Note 4 for further information on the Company’s derivative instruments.

Finite-lived Intangible Assets: Finite-lived intangible assets include mastheads, various customer lists,
noncompeting agreements, service agreements, customer relationships, trademarks, domain names and trade
names. These intangible assets are being amortized over their estimated useful lives as described in Note 8.

Goodwill and Indefinite-lived Intangible Assets Impairment: The Company’s indefinite-lived intangible
assets and goodwill arose from acquisitions occurring since the Company’s formation on July 31, 2003.
Indefinite-lived intangible assets consist of trademarks and domain names associated with the Barrett-NDEx and
DataStream acquisitions. The Company reviews these indefinite-lived intangible assets annually for impairment
by comparing the fair value to the carrying amount.

Goodwill represents the acquired fair value of a business in excess of the fair values of tangible and
identified intangible assets acquired. The Company tests goodwill allocated to each of its reporting units on an
annual basis, and additionally if an event occurs or circumstances change that would indicate the carrying
amount may be impaired. The Company has four reporting units for purposes of testing its goodwill for
impairment. These reporting units are Business Information, Mortgage Default Processing Services, and the two
subsidiaries in its Litigation Support Services segment: Counsel Press and DiscoverReady.

The Company tests for goodwill impairment at the reporting unit level on November 30 of each year. This
test is a two-step process. The first step requires us to estimate the fair value of each reporting unit and compares
the fair value to the reporting unit’s carrying amount, including goodwill and indefinite-lived intangible assets. If
the fair value exceeds the carrying amount, the goodwill is not considered impaired. To the extent a reporting
unit’s carrying amount exceeds its fair value, the reporting unit’s goodwill may be impaired and the second step
of the impairment test must be performed. The second step involves assigning the reporting unit’s fair value to all
of its recognized and unrecognized assets and liabilities as if the reporting unit had been acquired in a business
combination in order to determine the implied fair value of the reporting unit’s goodwill as of the testing date.
The implied fair value of the reporting unit’s goodwill is then compared to the carrying amount of goodwill to
quantify an impairment loss, if any, which would equal the excess of the carrying amount of goodwill over the its
fair value. The Company determined that no impairment to its goodwill and indefinite-lived intangible assets
occurred during the years ended December 31, 2011, 2010 and 2009.

Other Long-Lived Assets Impairment: Other long-lived assets, such as property and equipment and finite-
lived intangible assets, are evaluated for impairment whenever events or changes in circumstances indicate the
carrying value of an asset group may not be recoverable. In evaluating recoverability, the following factors,
among others, are considered: a significant change in the circumstances used to determine the amortization
period, an adverse change in legal factors or in the business climate, a transition to a new product or service
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strategy, a significant change in customer base and a realization of failed marketing efforts. The recoverability of
an asset group is measured by a comparison of the unamortized balance of the asset group to its future
undiscounted cash flows.

If the Company believes the unamortized balances were not recoverable, it would recognize an impairment
charge to reduce the unamortized balance to its fair value. The amount of such impairment would be charged to
operations in the current period. The Company determined there was an impairment to certain of its other long-
lived assets, such as property and equipment and finite-lived intangibles assets, during the year ended
December 31, 2011. See Notes 5 and 8 for further information on the Company’s impairment of other long-lived
assets.

Redeemable Noncontrolling Interest: At December 31, 2011, the Company’s redeemable noncontrolling
interest consists of a 6.2% aggregate equity interest in NDeX and a 10.0% equity interest in DiscoverReady.
Each of the holders of the Company’s noncontrolling interests in NDeX and DiscoverReady has the right, for a
certain period of time, to require either NDeX or DiscoverReady, as applicable, to repurchase all or a portion of
the equity interest held by such holder. To the extent any holder of an equity interest in NDeX timely exercises
this right, the purchase price of the equity interest will be based on 6.25 times NDeX’s trailing twelve month
earnings before interest, taxes, depreciation and amortization less the aggregate amount of any interest bearing
indebtedness outstanding for NDeX as of the date the repurchase occurs. To the extent DR Holdco, the holder of
the noncontrolling interest in DiscoverReady, exercises its right, the purchase price of its equity interest in
DiscoverReady will be based on the fair market value of the equity interest. Because the NClIs in both NDeX and
DiscoverReady have redemption features outside of the control of the Company, the Company shows the NClIs in
the mezzanine section of the balance sheet between “Liabilities” and “Stockholders’ Equity,” rather than as a
separate component of equity. The Company is also required to adjust these NCIs to either their fair value or
their redemption amount at each reporting period. Because the redeemable feature of the NDeX NCI is based
upon a formula, the Company adjusts this NCI to its redemption amount. The Company has chosen to record
such adjustment through “additional paid-in capital” rather than directly as a charge against earnings, and has
therefore employed the two-class method to calculate earnings per share based on net income attributable to its
common stockholders. Because the redeemable feature of the DiscoverReady NCI is based on its fair value, such
adjustment is also recorded through “additional paid-in capital”, but it is not an item affecting net income
attributable to the Company’s common stockholders. The Company has recorded an adjustment of $(7.5) million
(net of tax) to reduce the redeemable noncontrolling interest in NDeX to its redemption value and $1.3 million
(net of tax) to increase the redeemable noncontrolling interest in DiscoverReady to its redemption value for the
year ended December 31, 2011.

Income Taxes: Deferred taxes are provided on an asset and liability method where deferred tax assets are
recognized for deductible temporary differences and operating loss and tax credit carry forwards, and deferred
tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences
between the reported amounts of assets and liabilities and their tax basis. Deferred tax assets would be reduced
by a valuation allowance when, in the opinion of management, it is more likely than not that some portion or all
of the deferred tax assets would not be realized. Deferred tax assets and liabilities would be adjusted for the
effects of changes in tax laws and rates on the date of enactment. Realization of deferred tax assets is dependent
upon sufficient future taxable income during the periods when deductible temporary differences are expected to
be available to reduce taxable income.

The Company’s operations involves dealing with uncertainties and judgments in the application of complex
tax regulations in a multitude of jurisdictions. The Company reports a liability for unrecognized tax benefits

resulting from uncertain tax positions taken or expected to be taken in a tax return based on its estimate of
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whether, and the extent to which, additional taxes will be due. The Company recognizes interest and penalties, if
any, related to unrecognized tax benefits in income tax expense. See Note 14 for further information pertaining to
income taxes.

Share-Based Compensation: The Company measures employee share-based compensation awards using
a fair value method and recognizes compensation cost in its financial statements. The Company uses the Black-
Scholes option pricing model in deriving the fair value estimates of option awards. Forfeitures of share-based
awards are estimated at the time of grant and revised in subsequent periods if actual forfeitures differ from initial
estimates. If factors change causing different forfeiture assumptions to be made in future periods, compensation
expense recorded may differ significantly from that recorded in the current period. See Note 18 for more
information regarding the assumptions used in estimating the fair value of stock options.

New Accounting Pronouncements: A summary of new accounting pronouncements that may affect the
Company follows:

In June of 2009, the FASB updated its accounting guidance for variable interests by requiring a company to
perform an analysis to determine whether the company’s variable interests give it a controlling financial interest
in a variable interest entity. This updated guidance is effective for the Company beginning on January 1, 2010.
This updated guidance did not have a material effect on the Company’s consolidated results of operations or
financial condition.

In July, 2009 the FASB issued guidance on disclosures of supplementary pro forma information for business
combinations. This guidance requires that comparative financial statements present and disclose revenue and
earnings of the combined entity as though the business combination(s) that occurred during the current year had
occurred as of the beginning of the comparable prior annual reporting period only. The amendments also expand
the supplemental pro forma disclosures to include a description of the nature and amount of material,
nonrecurring pro forma adjustments directly attributable to the business combination included in the reported pro
forma revenue and earnings. This guidance was effective for the Company beginning on January 1, 2010. The
Company currently discloses pro forma information in accordance with this guidance (see Note 3).

In August 2009, the FASB issued further guidance on measuring the fair value of a liability. The guidance
establishes the types of valuation techniques to be used to value a liability when a quoted market price in an
active market for the identical liability is not available, such as the use of an identical or similar liability when
traded as an asset. The guidance also further clarifies that a quoted price in an active market for the identical
liability at the measurement date and the quoted price for the identical liability when traded as an asset in an
active market when no adjustments to the quoted price of the asset are required are both Level 1 fair value
measurements. If adjustments are required to be applied to the quoted price, it results in a level 2 or 3 fair value
measurement. This additional guidance was effective for the Company beginning on January 1, 2010. This
updated guidance did not have a material effect on the Company’s consolidated results of operations or financial
condition.

In January 2010, the FASB amended guidance to improve disclosures about fair value measurements. The
amended guidance requires entities to disclose the amounts of significant transfers between Level 1 and Level 2
of the fair value hierarchy and the reasons for these transfers, the reasons for any transfers in or out of Level 3,
and information in the reconciliation of recurring Level 3 measurements about purchases, sales, issuances and
settlements on a gross basis. The amended guidance also clarifies the requirements for entities to disclose
information about both the valuation techniques and inputs used in estimating Level 2 and Level 3 fair value
measurements. This additional guidance was effective for the Company beginning on January 1, 2011. This
amended guidance did not have a material effect on the Company’s disclosures about fair value measurements.
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In June 2011, the FASB amended its accounting guidance to increase the prominence of items reported in
OCIL. The guidance requires the presentation of the components of net income, the components of OCI and total
OCI either in a single continuous statement of comprehensive income or in two separate but consecutive
statements. The guidance is effective for the Company beginning with its March 31, 2012 financial statements.
The Company plans to elect presentation of a single continuous statement.

Note 2. Basic and Diluted Income Per Share

Basic per share amounts are computed, generally, by dividing net income by the weighted-average number
of common shares outstanding. The Company has employed the two-class method to calculate its earnings per
share, as it relates to the redeemable noncontrolling interest in NDeX, based on net income attributable to its
common stockholders. At December 31, 2011, 2010 and 2009, there were no shares of preferred stock issued and
outstanding. Diluted per share amounts assume the conversion, exercise, or issuance of all potential common
stock instruments (see Note 18 for information on stock options) unless their effect is anti-dilutive, thereby
reducing the loss per share or increasing the income per share.

The following table computes basic and diluted net income attributable to The Dolan Company common
stockholders per share (in thousands, except per share amounts):

Years Ended December 31,
2011 2010 2009

Net income attributable to The Dolan Company ................ $19,493  $32,355  $30,813
(Increase) Decrease in redeemable noncontrolling interest in NDeX,

1751 o) - S U 7,487 217 (9,262)
Net income attributable to The Dolan Company common

StOCKhOIAETS . ..ot e e $26,980 $32,572  $21,551
Basic:
Weighted average common shares outstanding ................. 30,530 30,442 30,038
Weighted average common shares of unvested restricted stock . ... (389) (291) (206)
Shares used in the computation of basic net income per share .. ... 30,141 30,151 29,832
Net income attributable to The Dolan Company common

stockholders per share —basic .............. ... ... ... .. $ 090 $ 108 $ 0.72
Diluted:
Shares used in the computation of basic net income per share ... .. 30,141 30,151 29,832
Stock options and restricted stock .......... ... .. . ol 82 163 84
Shares used in the computation of dilutive net income per share . .. 30,223 30,314 29,916
Net income attributable to The Dolan Company common

stockholders per share —diluted . ............... ... ... ... $ 090 $ 108 $ 072

For the years ended December 31, 2011, 2010 and 2009, options to purchase approximately 2.1 million,
1.7 million and 1.4 million weighted shares of common stock, respectively, were excluded from the computation
because their effect would have been anti-dilutive.
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Note 3. Business Combinations/Acquisitions

Management is responsible for determining the fair value of the assets acquired and liabilities assumed at
the acquisition date. The fair values of the assets acquired and liabilities assumed represent management’s
estimate of fair values. Management determines valuations through a combination of methods which include
discounted cash flow models, outside valuations and appraisals and consideration of market conditions. The
results of the acquisitions are included in the accompanying consolidated statement of operations from the
respective acquisition dates forward.

2011 Acquisitions/Equity Transactions:

Acquisition of ACT Litigation Services: On July 25, 2011, the Company, through DiscoverReady,
completed the acquisition of substantially all of the assets of ACT Litigation Services, Inc. (“ACT”) for (i) an
upfront payment of approximately $60.0 million in cash that was paid in full at closing, plus (ii) up to $5.0
million in potential additional purchase price that will be held back by the Company for a period of 20 months
(subject to partial early release) to secure certain obligations of ACT and its shareholders, plus (iii) an earnout
payment based primarily upon the extent to which an agreed-upon multiple of ACT’s pro forma EBITDA for the
year ended December 31, 2011, exceeds the base purchase price of $65.0 million, plus (iv) two additional earnout
payments of up to a maximum of $15.0 million in the aggregate that are contingent upon reaching certain
revenue milestones for the years ended December 31, 2012, and 2013. All of the earnout payments are subject to
certain set-off rights of the Company under the purchase agreement. The Company paid approximately $0.5
million in deal costs associated with this transaction.

In connection with this acquisition, the Company estimated the earnouts payable based on the business
valuation done as of the closing date and recorded the estimated fair value for such earnouts, or $39.9 million in
the aggregate, on its balance sheet. The Company has determined that this liability is a Level 3 fair value
measurement within the FASB’s fair value hierarchy, and such liability is adjusted to fair value at each reporting
date, with the adjustment reflected in operating expenses. The earnouts estimated at closing were largely
estimated based on projected 2011 pro forma EBITDA. As a result of the determination of actual 2011 pro forma
EBITDA, as defined in the purchase agreement (which was lower than the initial estimate), as well as revised
expectations regarding certain of the earnout targets, the Company recorded an adjustment of $13.2 million
during 2011 to reduce its estimate of earnouts payable, with such adjustment being reflected within fair value
adjustments on earnout liabilities in the statement of operations. See Note 5 for information pertaining to changes
in the fair value of this liability during the year ended December 31, 2011.

Management determined the fair value of the assets acquired and liabilities assumed and was assisted by a
business valuation done by an independent third-party valuation firm. The total fair value of acquired long-lived
tangible and intangible assets of $100.9 million was estimated using a discounted cash flow analysis (income
approach) using an 18.0% discount rate estimated on July 25, 2011, and a 6.7% compound aggregate growth rate.
Fair value of acquired assets and liabilities include: $2.3 million of fixed assets; $1.1 million of trade names;
$38.3 million of customer lists; and $58.7 million of goodwill. The trade names and customer lists are both being
amortized over approximately two and one-half and 11 years, respectively. The actual working capital acquired
was $8.9 million, and consisted primarily of $12.1 million of accounts receivable and $3.7 million of accounts
payable and accrued liabilities.

The Company paid a premium over the fair value of the net tangible and identified intangible assets
acquired in the acquisition (i.e., goodwill) because the Company anticipates revenue synergies and operational
efficiencies through combined general and administrative and corporate functions. Such goodwill is deductible
for tax purposes, and has been allocated to the Litigation Support Services segment.
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ACT specializes in providing technology and process solutions to clients with electronic discovery needs,
and also provides hosting and review services. The Company completed this acquisition because it is a strategic
fit with DiscoverReady. ACT generated revenues of $15.9 million and net income of $1.5 million, net of the fair
value adjustment on earnouts, since the July 2011 acquisition date through December 31, 2011.

Acquisition of Noncontrolling Interest in DiscoverReady: In May 2011, the Company purchased
approximately one-third of the outstanding membership units of DiscoverReady held by its minority partner, DR
Holdco LLC, for approximately $5.0 million in cash. The Company accounted for this acquisition as an equity
transaction by reducing redeemable noncontrolling interest on the Company’s balance sheet by $5.0 million. No
deal costs were incurred on this transaction. As a result of this transaction, the Company’s ownership percentage
in DiscoverReady increased from 85.3% to 90.0%, and the noncontrolling interest decreased from 14.7% to
10.0%.

In connection with this purchase, the terms of the DiscoverReady limited liability company agreement were
amended. Under the terms of the amended agreement, DR Holdco has the right, for a period of 90 days following
November 2, 2012, to require DiscoverReady to repurchase approximately 50% of DR Holdco’s equity interest
in DiscoverReady, and for a period of 90 days following November 2, 2013, to require DiscoverReady to
purchase DR Holdco’s remaining equity interest in DiscoverReady. In addition, for a period of 90 days following
November 2, 2013, DiscoverReady also has the right to require DR Holdco to sell its entire equity interest in
DiscoverReady. In each case, if either party timely exercises its right, DiscoverReady would pay DR Holdco an
amount based on the fair market value of the equity interest. These rights may be exercised earlier under certain
circumstances.

2010 Acquisitions/Equity Transactions:

Acquisition of DataStream Content Solutions, LLC: On December 1, 2010, the Company acquired
DataStream Content Solutions, LLC (“DataStream”). In connection with this acquisition, the Company paid the
sellers $15.0 million in cash at closing, held back $1.5 million payable 18 months after closing to secure
indemnification claims, and is obligated to pay up to an additional $4.0 million in earnouts in two annual
installments. The amount of the two annual earnout payments is based upon the acquired business achieving
certain EBITDA targets during the calendar years ended December 31, 2011 and 2012. These assets are part of
the Company’s Business Information segment. The Company paid approximately $0.3 million in deal costs
associated with this transaction.

Management estimated the fair value of the assets acquired and liabilities assumed and was assisted by a
business valuation done by an independent third-party valuation firm. The total fair value of $19.8 million was
estimated using a discounted cash flow analysis (income approach) using a discount rate of 16.0% and a
compound annual growth rate through 2030 of 6.1%. The Company finalized its estimation of fair value in the
first quarter of 2011. The fair value of assets acquired was estimated as follows: $0.2 million of fixed assets; $0.4
million of various working capital items; $5.6 million of various technology, including both existing technology
and technology in process, to be amortized over five to 15 years; $8.0 million of customer relationships
(preliminary allocation at December 31, 2010, was $9.2 million), to be amortized over 12 years; $0.2 million of a
license agreement, to be amortized over six months; $1.7 million of trademarks (preliminary allocation at
December 31, 2010, was $1.6 million); and $3.6 million of goodwill (preliminary allocation at December 31,
2010, was $2.6 million). The trademarks were determined to have an indefinite life and therefore will not be
amortized, but rather will be reviewed annually for impairment. The December 31, 2010, balance sheet and
statement of operations were not retroactively adjusted for this measurement period adjustment as the amount of
the change was not significant to the 2010 financial statements.
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At the time of the acquisition, the Company determined that the earnouts of $4.0 million, in the aggregate,
were likely to be achieved through the end of 2012, and therefore included the present value of these payments in
its determination of consideration transferred. The Company has determined that this liability is a Level 3 fair
value measurement within the FASB’s fair value hierarchy, and such liability is adjusted to fair value at each
reporting date, with the adjustment reflected in selling, general and administrative expenses. In 2011, the
Company revised its estimate of earnouts to be paid, and is now estimating the fair value of the earnout to be
$0.3 million. The Company recorded an adjustment of $3.2 million in the fourth quarter to reduce its estimate of
earnouts payable, with such adjustment being reflected as a reduction to selling, general and administrative
expenses. See Note 5 for information pertaining to changes in the fair value of this liability during the year ended
December 31, 2011.

The Company paid a premium over the fair value of the net tangible and identified intangible assets
acquired in the acquisition (i.e., goodwill) because the Company anticipates revenue synergies and operational
efficiencies through combined general and administrative and corporate functions. Such goodwill is deductible
for tax purposes, and has been allocated to the Business Information segment.

Acquisition of Federal News Service, Inc.: On August 9, 2010, the Company acquired certain assets of
Federal News Service, Inc. (“Federal News”) for $1.7 million in cash. Of the $1.7 million fair value purchase
price, $0.4 million was the fair value of various working capital items and the remaining $1.3 million was the fair
value of customer lists to be amortized over 10 years. These assets are part of the Company’s Business
Information segment. Deal costs incurred with respect to this transaction were immaterial.

Acquisition of Noncontrolling Interest in NDeX: On January 4, 2010, the Company, along with its
wholly-owned subsidiary, Dolan APC, LLC, entered into a common unit purchase agreement with the Trott
Sellers, including one of the Company’s executive officers, David A. Trott, under the terms of which the Trott
Sellers sold their remaining aggregate 2.4% ownership interest in NDeX, for an aggregate $5.0 million. The
balance due of $1.3 million at December 31, 2011, is payable in equal monthly installments through December 1,
2012, with interest accruing at a rate of 4.25% per annum. The Company accounted for this acquisition as an
equity transaction by reducing redeemable noncontrolling interest on the Company’s balance sheet by $5.0
million. No deal costs were incurred with respect to this transaction.

Redemption of Noncontrolling Interest of Feiwell & Hannoy in NDeX: On February 28, 2010, NDeX
redeemed a 1.7% ownership interest in NDeX from Feiwell & Hannoy, which exercised its put right pursuant to
the NDeX operating agreement. NDeX redeemed these common units for $3.5 million, which is payable to
Feiwell & Hannoy in equal quarterly installments through December 3, 2012, with interest accruing at a rate of
5.25% per annum. The balance due was $1.2 million at December 31, 2011. The Company accounted for this
acquisition as an equity transaction by reducing redeemable noncontrolling interest on the Company’s balance
sheet by $3.5 million. No deal costs were incurred with respect to this transaction.
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The following table provides information on the fair value of the assets acquired and liabilities assumed for
the DataStream and Federal News acquisitions. The allocations of the purchase price are as follows (in
thousands):

DataStream Federal News Total
Assets acquired and liabilities assumed at their fair values:
Working capital . ... $ 386 $ 404 $ 790
Property and equipment ..................... . u... 209 — 209
Technology . ......c.ciuiiiiiiiiiiiiiiiii .. 5,645 — 5,645
Trademark/domainnames ...............cvvvunun... 1,677 — 1,677
Customer relationships ............................. 8,027 1,244 9,271
Licenseagreements ...............oviniiniininen... 226 — 226
Goodwill ..... ... .. e 3,611 — 3,611
Total consideration ..............c.uviniiieennnnnnn $19,781 $1,648 $21,429

2009 Acquisitions/Equity Transactions:

Albertelli: On October 1, 2009, NDeX acquired the mortgage default processing services and certain title
assets of the Albertelli Sellers for a total maximum cash purchase price of $19.0 million as follows: $7.0 million
paid at closing; an additional $1.0 million held back for one year to secure the Albertelli Sellers’ obligations
under the asset purchase agreement, which was paid in full on October 1, 2010; an additional $2.0 million in
equal installments of $1.0 million each, with $1.0 million paid on October 1, 2010, and $1.0 million to be paid on
October 1, 2011; and earnouts payable of up to an additional $9.0 million in three annual installments of up to
$3.0 million each. The amount of these three annual earnout payments is based upon the adjusted EBITDA for
the acquired mortgage default processing services and related title business during the twelve calendar months
ending on each of September 30, 2010, 2011, and 2012. Through 2011, the Company has paid an aggregate of
$5.8 million for the first two annual earnout payments. At December 31, 2011, the fair value of the remaining
earnout was $2.7 million. These assets are part of the Company’s Mortgage Default Processing Services
segment.

In addition, NDeX also entered into a twenty-year services agreement with James E. Albertelli, P.A. (one of
the Albertelli Sellers), which provides for the exclusive referral of residential mortgage default and related files
from the law firm to NDeX for processing in Florida.

The fair value of the acquired business was determined by management through a business valuation done
by management with the assistance of an independent third-party valuation firm. The total fair value of $16.7
million was estimated using a discounted cash flow analysis (income approach) using a 16.5% discount rate
estimated on October 1, 2009 and a 2.5% long-term growth rate. The fair value was allocated as follows: $0.2
million to fixed assets; $14.3 million to the long-term service agreement to be amortized over 20 years,
representing the initial term of the services agreement and the expected life over which cash flows will be
provided; and $2.2 million to goodwill. In connection with this acquisition, the Company was required to
estimate the fair value of the earnout payments and determined that the earnouts of $9.0 million, in the aggregate,
were likely to be achieved. As a result, the Company has therefore included the present value of these payments
in its determination of fair value. The Company has determined that this earnout liability is a Level 3 fair value
measurement within the Financial Accounting Standards Board’s (FASB) fair value hierarchy, and such liability
is adjusted to fair value at each reporting date, with the adjustment reflected in selling, general and administrative
expenses. See Note 5 for information pertaining to changes in the fair value of this liability during the years
ended December 31, 2011 and 2010. Deal costs associated with this acquisition were immaterial.
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The Company paid a premium over the fair value of the net tangible and identified intangible assets
acquired in the acquisition (i.e., goodwill) because the acquired business is a complement to NDeX and the
Company anticipates cost savings and revenue synergies through combined general and administrative and
corporate functions. Such goodwill is deductible for tax purposes, and has been allocated to the Mortgage Default
Processing Services segment.

DiscoverReady: On November 2, 2009, the Company acquired an 85% equity interest in DiscoverReady
LLC. The Company paid the sellers $28.9 million in cash at closing and placed an additional $3.0 million in
escrow. The total purchase price included a target for net working capital of $2.4 million. The actual amount for
net working capital at the closing date was $5.1 million, and, as such, the Company paid an additional $2.7
million to the sellers during 2009. DiscoverReady is part of the Company’s Litigation Support Services segment.

Due to a put feature exercisable at the discretion of the noncontrolling interest holder, the Company records
on its balance sheet an adjustment for that portion of DiscoverReady which it does not own as redeemable
noncontrolling interest, which is adjusted to fair value at each balance sheet date. The Company has determined
that this redeemable noncontrolling interest is a Level 3 fair value measurement within the FASB’s fair value
hierarchy. See Note 5 for information pertaining to changes in the fair value of this noncontrolling interest during
the years ended December 31, 2011 and 2010.

Management determined the fair value of the acquired business and related redeemable noncontrolling
interest at the date of acquisition through a business valuation done by management with the assistance of an
independent third-party valuation firm. The total fair value of $37.5 million was estimated using a discounted
cash flow analysis (income approach) using a discount rate of 23.6% for this acquisition. The fair value was
allocated as follows: $2.4 million to net working capital/capital lease liability; $1.1 million to fixed assets; $1.3
million to non-compete agreements, to be amortized over four years; $1.6 million to trademarks and domain
names, to be amortized over ten years; $5.9 million to trade names, to be amortized over 15 years; $9.3 million to
customer lists (preliminary allocation at December 31, 2009 was $7.9 million), to be amortized over ten to 12
years; and $15.8 million to goodwill (preliminary allocation at December 31, 2009 was $17.3 million). The
December 31, 2009 balance sheet and statement of operations were not retroactively adjusted for this
measurement period adjustment as the amount of the change was not material to the 2009 financial statements.

The Company paid a premium over the fair value of the net tangible and identified intangible assets
acquired in the acquisition (i.e., goodwill) because the Company anticipates revenue synergies and operational
efficiencies through combined general and administrative and corporate functions. Such goodwill is deductible
for tax purposes, and has been allocated to the Litigation Support Services segment.

Acquisition of Noncontrolling Interest in NDeX: On December 31, 2009, the Company entered into a
common unit purchase agreement with the Trott Sellers, including one of the Company’s executive officers,
David A. Trott, under the terms of which the Trott Sellers sold an aggregate 5.1% membership interest in NDeX
to the Company, for a purchase price of $10.6 million, consisting of $8.0 million paid in cash and 248,000 shares
of the Company’s common stock with a fair market value of $2.6 million. The Company accounted for this
acquisition as an equity transaction by reducing noncontrolling interest on the Company’s balance sheet by $10.6
million. Deal costs associated with this transaction were immaterial.
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The following table provides information on the fair value of the assets acquired and liabilities assumed for
the Albertelli and DiscoverReady acquisitions. The allocations of the purchase price are as follows (in
thousands):

Albertelli DiscoverReady Total

Assets acquired and liabilities assumed at their fair values:

Working capital . ........... .. $ — $ 2,400 $ 2,400
Property andequipment ......... ... ... .. i 198 955 1,153
SO tware . ... .. e e e 2 117 119
Other ASSet . ...t i e e — 24 24
Long-term service Contract . .. ..........c.ovuiirvin oo ennenann .. 14,290 —_ 14,290
Trade name . .. ... e e — 5917 5,917
Trademark/domain names . .............urirtir it i, —_— 1,625 1,625
CUStOMET LISt . oottt e e e —_ 9,302 9,302
Noncompete agreements . . ... ... ..couuitiunttn i — 1,354 1,354
GoodWill . ... e e 2,215 15,806 18,021
Redeemable noncontrolling interest .. ...................ccuvuunnn.. — (5,625) (5,625)
Total consSideration . . ......... ..ottt ittt $16,705 $31,875 $48,580

Pro Forma Information (unaudited): Actual results of operations of the equity interests and assets
acquired in 2011, 2010 and 2009 are included in the consolidated financial statements from the dates of
acquisition. The unaudited pro forma condensed consolidated statement of operations of the Company, set forth
below, gives effect to these acquisitions using the purchase method as if the acquisitions in each year occurred on
January 1 of the year prior to the acquisition. These amounts are not necessarily indicative of the consolidated
results of operations for future years or actual results that would have been realized had the acquisitions occurred
as of the beginning of each such year (in thousands, except per share data):

Pro Forma Years

Ended December 31,
2011 2010 2009

TOtaAl TEVEMUES . . o oo vt oot e e e e e e e e e et e e $307,774  $334,557 $294,538
Net income attributable to The Dolan Company ............. 21,923 30,975 35,625
Net income attributable to The Dolan Company per share:

BasiC ..ot e $ 073 $ 103 $ 1.18

Diluted ...... ... e $ 073 $ 102 $ 118
Pro forma weighted average shares outstanding:

Basic ... e 30,141 30,151 30,079

Diluted ....... ... e 30,223 30,314 30,164

Note 4. Derivative Instruments

As of December 31, 2011, the Company has entered into two interest rate swap agreements to manage the
risk associated with a portion of it floating-rate long-term debt. The Company does not utilize derivative
instruments for speculative purposes. Both interest rate swaps involve the exchange of fixed-rate and variable-
rate payments without the exchange of the underlying notional amount on which the interest payments are
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calculated. The first swap was entered into on January 4, 2010. The notional amount of this swap agreement is
$50 million through December 30, 2012, $35 million from December 31, 2012 through December 30, 2013, and
$25 million from December 31, 2013 through June 30, 2014. In addition, on December 9, 2011, the Company
entered into a second interest rate swap agreement, which is effective January 3, 2012. The notional amount of
this swap agreement is $25 million through December 31, 2014. The Company has designated both swaps as
cash flow hedges and has determined that they qualify for hedge accounting treatment. Changes in fair value of
the cash flow hedge are recorded in other comprehensive loss (net of tax) until income or loss from the cash
flows of the hedged item is realized. In addition to these swaps, the Company held a swap agreement with a
notional amount of $25 million, which matured on March 31, 2011. This swap was not designated for hedge
accounting treatment and therefore any changes in the fair value were recorded through the statement of
operations.

As of both December 31, 2011 and 2010, the Company had $1.3 million in other comprehensive loss related
to unrealized losses (net of tax) on the cash flow hedges. Unrealized gains and losses are reflected in net income
attributable to The Dolan Company when the related cash flows or hedged transactions occur and offset the
related performance of the hedged item.

The cash flow hedges were highly effective for the year ended December 31, 2011. The Company does not
expect to reclassify any amounts from other comprehensive income to net income attributable to The Dolan
Company during 2012. The occurrence of these related cash flows and hedged transactions remains probable.

The Company had liabilities of $2.1 million and $2.4 million resulting from interest rate swaps at
December 31, 2011 and 2010, respectively, which are included in accrued liabilities or other liabilities on the
balance sheet, depending upon the timing of the expiration of the swap agreement. Total floating-rate borrowings
not offset by the swap agreement at December 31, 2011, totaled $98.7 million.

By their nature, derivative instruments are subject to market risk. Derivative instruments are also subject to
credit risk associated with counterparties to the derivative contracts. Credit risk associated with derivatives is
measured based on the replacement cost should the counterparty with a contract in a gain position to the
Company fail to perform under the terms of the contract. The Company does not anticipate nonperformance by
the counterparty.

Note 5. Fair Value of Financial Instruments

The Company’s financial assets and liabilities are measured at fair value as the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (exit price). The Company classifies the inputs used to measure fair value into the following
hierarchy:

Level 1  Quoted prices in active markets for identical assets or liabilities.

Level 2  Quoted prices in active markets for similar assets or liabilities, or quoted prices
for identical or similar assets or liabilities in markets that are not active, or inputs
other than quoted prices that are observable or can be corroborated by observable
market data for the asset or liability.

Level 3  Unobservable inputs for the asset or liability that are supported by little or no
market activity. These fair values are determined using pricing models for which
the assumptions utilize management’s estimates or market participant
assumptions.
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Assets and Liabilities Measured at Fair Value on a Recurring Basis. The fair value hierarchy requires
the use of observable market data when available. In instances where inputs used to measure fair value fall into
different levels of the fair value hierarchy, the fair value measurement has been determined based on the lowest
level input that is significant to the fair value measurement in its entirety. The Company’s assessment of the
significance of a particular item to the fair value measurement in its entirety requires judgment, including the
consideration of inputs specific to the asset or liability.

The fair value of interest rate swaps are determined by the counterparty based on interest rate changes.
Interest rate swaps are valued based on observable interest rate yield curves for similar instruments. The fair
values of earnout liabilities recorded in connection with various acquisitions are determined by management
based on projected financial performance and an estimated discount rate. The fair value of the redeemable
noncontrolling interest (“NCI”) in DiscoverReady is determined by management using a market approach,
calculated as trailing 12 month earnings before interest, taxes, depreciation and amortization multiplied by an
estimated multiple of earnings, less net debt.

The following table summarizes the balances of liabilities measured at fair value on a recurring basis as of
December 31, 2011 and 2010 (in thousands):

Level 1 Level 2 Level 3 Total

December 31, 2011
INErest rate SWAPS . .. vovvveveeen e iienennnnennnns $ — $2093 $ — $ 2,093
Earnout liability recorded in connection with the NDeX

Florida operations acquired from the Albertelli sellers . .. —_ —_ 2,727 2,727
Earnout liability recorded in connection with the

DataStream acquisition ............... ... ..., — — 250 250
Earnout liability recorded in connection with the ACT

acqUISItion .......... ... — —_ 26,655 26,655
Redeemable noncontrolling interest in DiscoverReady . . ... — —_— 12,685 12,685
Total .. ... e $ —  $2,093 $42,317 $44.410
December 31, 2010
INEETESt TAte SWAPS . . oo v eeeee e iiie e iiien e $ — $2400 $ — $ 2400
Earnout liability recorded in connection with the NDeX

Florida operations acquired from the Albertelli sellers . . . — —_ 5,069 5,069
Earnout liability recorded in connection with the

DataStream acquisition .....................c...... — — 3,171 3,171
Redeemable noncontrolling interest in DiscoverReady . .. .. — — 13,652 13,652
0] ¥ | P $ —  $2400 $21,892  $24,292
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The following table summarizes the changes in fair value for all liabilities measured at fair value on a
recurring basis using significant unobservable inputs (Level 3) for the year ended December 31, 2011 (in
thousands):

Earnout liabilities recorded in connection with

acquisitions Redeemable NCI in
NDeX Florida DataStream ACT DiscoverReady Total

Balance at December 31,2010 ......... $ 5,069 $ 3,171 $ — $13,652 $ 21,892
Acquisition fairvalue ................ 39,900 39,900
Fair Value Adjustment Included in Net

Income Attributable to The Dolan

Company ..............coceeunnn. 483 (2,921) (13,245) — (15,683)
Minority Partners’ Share of Earnings . . . . — — — 2,271 2,277
Distributions to Minority Partners /

Redemptions/Earnout Payments . . .. .. (2,825) — — (5,299) (8,124)
Fair Value Adjustment Included in

Additional Paid-in Capital and

Deferred Taxes ................... — — — 2,055 2,055
Balance at December 31,2011 ......... $2,727 $§ 250 $ 26,655 $12,685 $ 42,317

The following table summarizes the changes in fair value for all liabilities measured at fair value on a
recurring basis using significant unobservable inputs (Level 3) for the year ended December 31, 2010 (in
thousands):

Earnout liabilities recorded in
connection with acquisitions Redeemable NCI

NDeX Florida DataStream in DiscoverReady Total

Balance at December 31,2009 ..................... $ 6,999 $ — $ 5,902 $12,901
Fair Value Adjustment Included in Net Income

Attributable to The

DolanCompany ...........ccoeiinienenenennnn. 1,070 3,171 — 4,241
Minority Partners’ Share of Earnings ................ — — 1,457 1,457
Distributions to Minority Partners / Redemptions/

EamoutPayments ............... .. ..., (3,000) — (1,135) 4,135)
Fair Value Adjustment Included in Additional Paid-in

Capital and Deferred Taxes ... ................... — — 7,428 7,428
Balance at December 31,2010 ..................... $ 5,069 $3,171 $13,652 $21,892
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Non-Financial Assets and Liabilities Measured at Fair Value on a Non-Recurring Basis: Certain assets

and liabilities are measured at fair value on a nonrecurring basis and are subject to fair value adjustments in
certain circumstances (e.g., when there is evidence of impairment). The following table summarizes the adjusted
basis of non-financial assets measured at fair value on a non-recurring basis in the accompanying consolidated
balance sheet as of December 31, 2011 (in thousands):

(a)

(b)

Level 1 Level 2 Level 3 Total

Long-lived assets held andused (@) ....................... $ — $ — $110 110
Long-lived assets held forsale(b) ..................... ... — — 460 460
— —  $570  $570

The Company recorded an impairment charge during the fourth quarter of 2011 related to certain long-lived
assets held and used, reducing the original carrying value of these assets from $1.3 million to $0.1 million.
See Note 8 for additional discussion of this impairment.

The Company recorded a held-for-sale impairment charge during 2011 related to two stand-alone businesses
within the Business Information segment, reducing the carrying value of these assets from $1.2 million to
$0.5 million. See Note 9 for additional discussion of this impairment.

No such fair value adjustments were required during the years ended December 31, 2010 and 2009.

Fair Value of Financial Instruments: The carrying value of cash equivalents, accounts receivable,

accounts payable and accrued expenses approximate fair value because of the short-term nature of these
instruments. The carrying value of the Company’s debt is the remaining amount due to its debtors under
borrowing arrangements. The carrying value of variable-rate debt under the Company’s senior credit facility of
$173.7 million approximates its estimated fair value.

Note 6. Investments

Investments consisted of the following at December 31, 2011 and 2010 (in thousands):

December 31,

Accounting Percent
Method Ownership 2011 2010
The Detroit Legal News Publishing, LLC ......... Equity 35.0 $11,334  $13,154
Other . ...t e Equity 19.5 567 654
Total ... .o $11,901  $13,808

For the years ended December 31, 2011, 2010 and 2009, the equity in earnings (loss) is as follows (in

thousands):
Year Ended
December 31,
2011 2010 2009
The Detroit Legal News Publishing, LLC ........................ $2,205 $4,676  $4,853
L 31 T2 N 87 (96) (238)
TOtal . .ottt e e e $2,118 $4,580 $4,615
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The Detroit Legal News Publishing, LLC: The Company owns a 35% membership interest in The Detroit
Legal News Publishing, LLC, or DLNP. DLNP publishes ten legal newspapers, along with one quarterly
magazine, all located in southern Michigan. The Company accounts for this investment using the equity method.
Under DLNP’s membership operating agreement, the Company receives quarterly distributions based on its
ownership percentage.

The difference between the Company’s carrying value and its 35% share of the members’ equity of DLNP
relates principally to an underlying customer list at DLNP that is being amortized over its estimated economic
life through 2015.

The following table summarizes certain key information relating to the Company’s investment in DLNP as
of December 31, 2011 and 2010, and for the years ended December 31, 2011, 2010 and 2009 (in thousands):

As of December 31,

2011 2010
Carrying value of investment .............. ... . ciiiiiiiiineinnnann. $11,334  $13,154
Underlying finite-lived customer list, net of amortization .................. 5,906 7,413

Years Ended December 31,

2011 2010 2009
Equity in earnings of DLNP, net of amortization of customer list ... .. $2,205 $4,676 $4,853
Distributions received . ........... . i 4,025 7,000 5,600
AMOTtiZation EXPENSE . . . .« v vttt ee e ettt 1,508 1,508 1,508

According to the terms of the membership operating agreement, any DLNP member may, at any time after
November 30, 2011, exercise a “buy-sell” provision, as defined, by declaring a value for DLNP as a whole. If
this were to occur, each of the remaining members must decide whether it is a buyer of that member’s interest or
a seller of its own interest at the declared stated value. No such exercises have been made by any DLNP member
to date.

Estimated future intangible asset amortization expense in connection with the DLNP membership interest as
of December 31, 2011, is as follows (in thousands):

For the year ending December 31,

200 $1,508
2003 1,508
2004 1,508
200 1,382

o 7 $5,906
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Note 7. Property and Equipment

Property and equipment consisted of the following (in thousands):

Estimated December 31,
Lives (Years) 2011 2010

Land . ... .. N/A $ 305 $ 305
Buildings ..... ... 10 2,604 2,604
COmPULETS . ..ot e 2-5 18,141 12,703
Machinery andequipment . ................................ 3-10 2,210 2,164
Leasehold improvements . . ................................ 3-11 6,147 4,745
Fumiture and fixtures .................... ... ..., 3-5 7,905 6,924
Vehicles .. ... . ... 3 150 110
Software . ... 2-5 13,861 11,795
Construction in Process . ... ........c.ouueeiiniinineeeennnnn. N/A 2,519 2,812
53,842 44,162

Accumulated depreciation and amortization . .................. (34,579) (27,014)
$19263 $17,148

Note 8. Intangible Assets

Goodwill and Indefinite-Lived Intangible Assets: Indefinite-lived intangible assets consist of trademarks
and domain names which the Company has determined have an indefinite life and therefore will not be
amortized. The Company reviews indefinite-lived intangible assets and goodwill annually on November 30 for
impairment or whenever an indicator is identified which suggests an impairment may be present.

The following table represents the balances of goodwill and indefinite-lived intangible assets as of
December 31, 2011, 2010 and 2009, and changes in goodwill by segment for the years ended December 31, 2011

and 2010 (in thousands):
Mortgage
Default Litigation
Processing  Support Business
Services Services  Information Total
Goodwill as of December31,2009 ............................ $131,710  $25,102  $59,231  $216,043
Changes in goodwill during 2010:
DiscoverReady ............. ... ... 0. — (1,451) — (1,451)
DataStream ........... ... .. .. . — —_ 2,601 2,601
Total goodwill as of December 31,2010 ...................... 131,710 23,651 61,832 217,193
Total indefinite-lived intangible assets as of December 31, 2010 . . . 6,537 — 1,643 8,180
Total goodwill and indefinite-lived intangible assets as of
December 31,2010 ......... ... $138,247  $23,651 $63,475  $225,373
Goodwill as of December 31,2010 ............................ $131,710 $23,651 $61,832  $217,193
Changes in goodwill during 2011:
ACT Litigation Services ................c.c.ceuvuuunnn... — 58,713 — 58,713
DataStream . .......... ... ... o i, — — 1,011 1,011
Total goodwill as of December 31,2011 ...................... 131,710 82,364 62,843 276,917
Total indefinite-lived intangible assets as of December 31, 2011 . .. 6,537 — 1,677 8,214
Total goodwill and indefinite-lived intangible assets as of
December 31,2011 . ... $138,247 $82,364  $64,520  $285,131
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The change in goodwill in the Litigation Support Services segment in 2011 resulted from the valuation of
the assets acquired in the ACT acquisition. The change in goodwill in the Business Information segment in 2011
resulted from the completion, in 2011, of the valuation of the assets acquired in the 2010 DataStream acquisition.
See Note 3 for more information about these acquisitions.

Finite-Lived Intangible Assets: In the fourth quarter of 2011, adverse changes in the business climate,
earlier than expected customer attrition and deterioration of operating performance in certain stand-alone
businesses within the Business Information reporting unit (which we determined to be asset groups) prompted
the Company to perform impairment tests on these stand-alone businesses’ finite-lived intangibles and property
and equipment. Recoverability of these assets was evaluated and this process indicated that the carrying values of
the asset groups were not recoverable, as the expected undiscounted future cash flows to be generated by them
were less than their carrying values. The related impairment loss was measured based on the amount by which
the asset group carrying value exceeded its fair value. Asset group fair values were determined using a
combination of discounted cash flows and market approach. As a result, the Company recorded $1.2 million in
non-cash impairment charges in 2011 to reduce the carrying value of certain long-lived assets within these asset
groups, primarily technology and customer lists.

We periodically evaluate the estimated economic lives and related amortization expense for our finite-lived
intangible assets. To the extent actual useful lives are less than our previously estimated lives, we will increase
our amortization expense on a prospective basis. We estimate useful lives of our intangible assets by reference to
both contractual arrangements and current and projected cash flows. The determination of useful lives and
whether long-lived assets are impaired includes the use of accounting estimates and assumptions, changes in
which could materially impact our financial condition and operating performance if actual results differ from
such estimates and assumptions. During the year ended December 31, 2011, we revised the remaining estimated
useful lives of intangible assets in connection with the impairment recorded on certain assets as discussed above.
We did not revise any existing lives of our other finite-lived intangible assets.

The following table summarizes the components of finite-lived intangible assets as of December 31, 2011
and 2010 (in thousands except amortization periods):

As of December 31, 2011 As of December 31, 2010
Amortization Gross  Accumulated Gross  Accumulated
Period Amount Amortization Net Amount Amortization Net
Mastheads ..................... 30 $ 11,045 $(2,833) $ 8212 $ 11,165 $ (2494) $ 8,671
Customer lists/relationships ....... 2-15 127,276 (36,660) 90,616 90,714 (27,447) 63,267
Noncompete agreements . ......... 4-5 5,302 4,114) 1,188 5,302 3,317) 1,985
Long-Term service contracts ...... 15-25 135,146 (33,927) 101,219 135,146 (26,899) 108,247
Trademark/domain names . ........ 10 1,651 (356) 1,295 1,651 (191) 1,460
Tradenames ................... 15 6,969 (1,036) 5,933 5918 (460) 5,458
Technology .................... 5-20 4,875 (388) 4,487 5,607 — 5,607
Total finite-lived intangibles . . . . . .. $292,264  $(79,314) $212,950 $255,503  $(60,808) $194,695

Total amortization expense for finite-lived intangible assets for the years ended December 31, 2011, 2010
and 2009 was approximately $18.9 million, $15.8 million and $17.0 million, respectively.
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Estimated annual future intangible asset amortization expense as of December 31, 2011, is as follows (in
thousands):

200 $ 19,831
2003 19,596
2004 17,735
200 17,029
2006 . 16,835
Thereafter . .. ... o 121,924

Total .. $212,950

Note 9. Assets Held for Sale

During the fourth quarter of 2011, the Company committed to sell two of its smallest-market stand-alone
businesses within the Business Information segment, The Mississippi Business Journal and The Colorado
Springs Business Journal. The businesses’ operations and cash flows will be eliminated from ongoing operations
as a result of the anticipated sales and the Company will not have significant continuing involvement in the
operations after the sales. At December 31, 2011, the Company classified the net assets and liabilities of these
operations as assets held for sale and reported the results of the businesses in discontinued operations. The net
assets and liabilities of these operations are included in other assets at December 31, 2010.

The assets and liabilities of these businesses and operations classified as assets held for sale at December
31, 2011, and other assets at December 31, 2010, are summarized as follows (in thousands):

December 31,

2011 2010
Property and Equipment . ......... ... ... .. $68 $ 185
Intangibles .. ... ... 513 1,264
Total assets held forsale ............. ... ..ot 581 1,449
Current liabilities . ... ...... ... ittt 265 262
Noncurrent liabilities .. ...........o.itnitn e, 59 125
Total liabilities held forsale .. ............. .o, 324 387
Total net assets held forsale ...............co.urmir e, $257  $1,062

The following amounts have been segregated from continuing operations and are reflected as discontinued
operations for the years ended December 31, 2011, 2010 and 2009 (in thousands):

December 31,
2011 2010 2009
Total Revenue ...............i i, $4,103 $4,413 $4,985
Discontinued operations before income taxes .................... $(1,835) $ (736) $ (418)
Incometaxbenefit............... ... ... ... . ... 718 293 165
Discontinued operations, net of tax benefit ...................... $(1,117) $ (443) $ (253)
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An impairment charge was taken to reduce the value of certain assets classified as held for sale to fair value
less costs to sell. The Company recorded an impairment charge of $0.7 million in 2011, primarily related to
customer lists of the businesses to be sold.

Note 10. Long-Term Debt, Capital Lease Obligation
At December 31, 2011 and 2010, long-term debt consisted of the following (in thousands):

December 31,
2011 2010

Senior secured debt (see below):
Senior variable-rate termM NOLE . . .. v oottt e i $ 45,000 $ 50,000
Senior variable-rate revolvingnote .. ........ ... it 128,700 84,000
Total senior secured debt . . .. ..ottt e i e, 173,700 134,000
Unsecured notes payable .. ...ttt e 2,470 4,886
Capital lease Obligations ...t 221 260
176,391 139,146
LeSS CUITENt POTHION . . . oo oottt iiie e iiiaeneoe e s 7,667 7,578
Long-term debt, less current portion . ....... ... ..o $168,724  $131,568

Senior Secured Debt: As of December 31, 2011, the Company and its consolidated subsidiaries have a
credit agreement with a syndicate of banks for a $205.0 million senior secured credit facility comprised of a term
loan facility in an initial aggregate amount of $50.0 million due and payable in quarterly installments with a final
maturity date of December 6, 2015, and a revolving credit facility in an aggregate amount of up to $155.0
million, which may be increased pursuant to an “accordion” feature to up to $200.0 million, with a final maturity
date of December 6, 2015. After December 6, 2012, should the aggregate unpaid balance of the revolving note
exceed $50 million, conversion of $50 million of the unpaid balance to a term loan payable in quarterly
installments and with a final maturity date equal to that of the initial term loan would occur.

At December 31, 2011, the Company had net unused available capacity of approximately $26.3 million on
its revolving credit facility, after taking into account the senior leverage ratio requirements under the credit
facility. The Company expects to use the remaining availability under this credit facility, if needed, for working
capital, potential acquisitions, stock buy-backs and other general corporate purposes.

The credit facility is secured by a first priority security interest in substantially all of the properties and
assets of the Company and its subsidiaries, including a pledge of all of the stock of such subsidiaries except for
the noncontrolling interest in NDeX and DiscoverReady. Borrowings under the credit facility accrue interest, at
the Company’s option, based on a base prime rate or a Eurocurrency rate, specifically LIBOR, plus a margin that
fluctuates on the basis of the ratio of the Company’s total liabilities to the Company’s pro forma EBITDA. The
margin on the base rate loans may fluctuate between 0.5% and 2.0% and the margin on the LIBOR loans may
fluctuate between 2.0% and 3.5%. If the Company has elected to have interest accrue (i) based on the base rate,
then such interest is due and payable on the first business day of each month and (ii) based on LIBOR, then such
interest is due and payable at the end of the applicable interest period that the Company elected, provided that if
the applicable interest period is longer than three months interest will be due and payable in three month
intervals. At December 31, 2011, the combined weighted-average interest rate on the senior term note and
revolver was 3.8%. The Company is also required to pay customary fees with respect to the credit facility,
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including an up-front arrangement fee, annual administrative agency fees and commitment fees on the unused
portion of the revolving portion of its credit facility. The arrangement fee of $1.7 million was paid in 2010, of
which $1.3 million was recorded as deferred financing fees to be expensed over the term of the credit facility,
and the balance of which was expensed in 2010.

At December 31, 2011, the credit facility includes negative covenants, including restrictions on the
Company’s and its consolidated subsidiaries’ ability to incur debt, grant liens, consummate certain acquisitions,
mergers, consolidations and sales of all or substantially all of its assets. The credit facility permits the Company
to pay dividends to its common shareholders as well as establish a stock repurchase program pursuant to which
the Company may repurchase shares of its stock, subject to a debt leverage ratio requirement. The credit facility
contains customary events of default, including nonpayment, misrepresentation, breach of covenants and
bankruptcy. The credit facility also requires that, as of the last day of any fiscal quarter, the Company and its
consolidated subsidiaries not permit: their total cash flow leverage ratio to be more than 3.00 to 1.00 (or 3.50 to
1.00 following an acquisition triggering event); fixed charge coverage ratio to be less than 2.00 to 1.00; and
adjusted EBITDA for the previous two fiscal quarters to be less than $27.5 million, which amount may increase
up to $35.0 million upon increase of the Revolving Credit Facility pursuant to the accordion feature. See Note 21
for information about an amendment to the Company’s credit facility subsequent to December 31, 2011.

Unsecured Notes Payable: Under the terms of common unit purchase agreements with the Trott Sellers
dated December 31, 2009, and January 4, 2010, the Company agreed to pay an aggregate $13.0 million in
installments for the purchase of an aggregate 7.6% ownership interest in NDeX. Of this amount, $10.4 million
was paid in 2010, with the balance payable in equal monthly installments through December 1, 2012, at an
interest rate of 4.25% per annum. The aggregate balance on these notes at December 31, 2011 was $1.3 million.

Under the terms of a redemption agreement with Feiwell & Hannoy, the Company agreed to pay $3.5
million in installments for the redemption of a 1.7% ownership interest in NDeX from Feiwell & Hannoy. The
$3.5 million note is payable in 12 quarterly installments through December 3, 2012, with interest accruing at a
rate of 3.25% per annum. The Company paid $1.2 million on this note in 2011. The balance on this note at
December 31, 2011 was $1.2 million.

See Note 3 for further information related to these three transactions.

Approximate future maturities of total debt are as follows (in thousands):

200 e $ 7,667
2003 e 10,024
) 10,000
201 e e 148,700

Total . e $176,391

Note 11. Common and Preferred Stock
Common Stock. At December 31, 2011, the Company had 70,000,000 shares of common stock authorized
and 30,576,597 shares of common stock outstanding.

In December 2010, the Company’s board of directors approved a stock buy-back plan. This plan allows the
Company to repurchase shares of issued and outstanding common stock at prevailing market prices or negotiated
prices at any time through December 31, 2013. The number of shares and the timing of the purchases will be
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determined at the discretion of management. In 2011, the Company repurchased 137,500 shares under this plan
for an aggregate $1.7 million.

Preferred Stock. The Company has 5,000,000 shares of preferred stock authorized and no shares
outstanding. On January 29, 2009, the Company’s board of directors designated 5,000 shares of Series A Junior
Participating Preferred Stock, which are issuable upon the exercise of rights as described in the Stockholder
Rights Plan adopted by the Company on the same date. The rights to purchase 1/10,000 of a share of the Series A
Junior Participating Preferred Stock were issued to the Company’s stockholders of record as of February 9, 2009.

Note 12. Employee Benefit Plans

The Company sponsors a defined contribution plan for substantially all employees. Company contributions
to the plan are based on a percentage of employee contributions. The Company’s cost of the plan was
approximately $1.9 million, $1.9 million and $1.5 million, in each of 2011, 2010, and 2009, respectively.

Note 13. Leases

The Company leases office space and equipment under certain noncancelable operating leases that expire in
various years through 2021. Rent expense under operating leases in 2011, 2010, and 2009 was approximately
$9.2 million, $7.6 million and $6.5 million, respectively. NDeX subleases office space from Trott & Trott, in a
building owned by a partnership, NW13 LLC, a majority of which is owned by David A. Trott, one of our
executive officers (See Note 15 for a description of other relationships between David A. Trott and the
Company).

Approximate future minimum lease payments under noncancelable operating leases are as follows (in
thousands):

NwW13 Other Total

Year ending December 31:

2002 L e e e $ 49 $ 7,788 § 7,837
2003 e i e e s — 7,276 7,276
2004 . e e e — 5,032 5,032
2005 e — 4,457 4,457
2006 . o e e e — 4,021 4,021
Thereafter ... .o.iii it i e e e — 8,654 8,654

$ 49  $37,228  $37,277

Note 14. Income Taxes

Components of the provision for income taxes at December 31, 2011, 2010 and 2009 are as follows (in
thousands):

December 31,
2011 2010 2009
Current federal income taXx eXpense . ...........coovvveennannn. $ 2,723  $15396  $15,029
Current state and local income tax expense . ................... 1,395 3,488 1,470
Deferred iNCOME taX . .. vt v vt et e i e et et e ennaaennns 9,565 2,887 2,236

$13,683  $21,771  $18,735
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The total income tax expense differs from the expected tax expense from continuing operations, computed
by applying the federal statutory rate to the Company’s income before income taxes, as follows (in thousands):

Years Ended
December 31,
2011 2010 2009

Income tax provision at federal statutory rate .................. $12,643  $20,147 $18,755
State income taxes, net of federaleffect ...................... 1,404 2,431 1,581
Nontaxable life insurance proceeds .......................... — — (590)
Other permanentitems ..............coiiiiiiniennernnannn. 355 225 243
Noncontrolling interest not subject to federal tax ............... (719) (1,032) (1,255)

$13,683  $21,771  $18,734

Deferred income taxes reflect the expected future tax consequences of temporary differences between the
financial statement carrying amount of the Company’s assets and liabilities. The significant components of
deferred income taxes are as follows (in thousands):

December 31,
2011 2010
Amortization and depreciation ............ ... .. i $ 2645 $ 3,139
Partnership tax bases differences ............... ... ... ... ... 0. 21,575 11,753
Redeemable noncontrolling interests ..................c.c0viniuiinn... 1,219 (2,694)
Stock COMPENSatioN . . .. ...ttt e (2,343) (1,793)
Interest rate swap qualifying for hedge accounting ....................... (808) 927)
Other, met . .. o (1,549) (1,684)
Netdeferred tax liability ......... .. ... ... . i, $20,739 $ 7,794

The Company recognizes the tax effects of an uncertain tax position only if it is more-likely-than-not to be
sustained based solely upon its technical merits at the reporting date. The Company refers to the difference
between the tax benefit recognized in its financial statements and the tax benefit claimed in the income tax return
as an “unrecognized tax benefit.” The change in gross unrecognized tax benefits for the years ended
December 31, 2011 and 2010 are as follows (in thousands):

Years Ended
December 31,
2011 2010

Gross unrecognized tax benefits balance at January 1 ....................... $1,312 $ 657
Gross increases for tax positions in prioryears ............................ 362 531
Gross increases based on tax positions related to the currentyear .............. 137 238
Decreases for settlements and payments . ..................ciiiiiiii.... — —
Decreases due to statue expiration . ............... ... i, (195) (114)
Gross unrecognized tax benefits balance at December 31 .................... $1,616 $1,312
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The total amount of unrecognized tax benefits that would affect the Company’s effective tax rate, if
recognized, is $1.6 million as of December 31, 2011. The company expects that approximately half of the
unrecognized tax benefits will settle over the next 12 months.

The Company’s policy for recording interest and penalties associated with uncertain tax positions is to
record such items as a component of income tax expense in its consolidated statement of operations. As of
December 31, 2011, the Company had $0.2 million of accrued interest and penalties related to uncertain tax
positions.

The Company is subject to U.S. federal income tax, as well as income tax in multiple state jurisdictions.
With limited exceptions, tax years prior to 2008 are no longer open to federal, state and local examination by
taxing authorities. The Company’s 2009 return is currently under examination by the IRS, and New York State
and New York City are currently auditing returns for 2006 through 2008. The Company does not anticipate any
audit adjustments that would result in a material change to its financial position.

Note 15. Other Income

Other income in 2011 and 2010 relates to the receipt of escrow funds related to the 2009 sale of our
investment in GovDelivery, which had been accounted for under the equity method of accounting. Included in
other income in 2009 is a gain on the Company’s sale of its investment in GovDelivery in the amount of $2.4
million, as well as a net gain of $1.4 million on a company-owned life insurance policy on the life of Michael
Barrett, a senior officer of Barrett-NDEx, who passed away in January 2009. This net gain includes a reduction
for a $0.5 million contribution the Company made to Southern Methodist University Dedman School of Law
from the life insurance proceeds, to establish a scholarship fund in Mr. Barrett’s name.

Note 16. Major Customers and Related Parties

NDeX. NDeX has eight law firm customers and, of those customers, Trott & Trott, the Barrett Law Firm,
and Albertelli Law together comprised 83.2%, 78.1%, and 72.9% of NDeX’s total revenues and 38.0%, 41.8%
and 42.8% of the Company’ s total revenues in each of 2011, 2010 and 2009, respectively. NDeX has entered
into long term services agreements with its law firm customers that provide for the exclusive referral of mortgage
default and other files for processing. NDeX’s services agreements with Trott & Trott and Albertelli Law expire
in 2021 and 2029, respectively, but automatically renews for up to two successive ten year periods unless either
party elects to terminate the term then-in-effect upon prior written notice. NDeX’s services agreements with the
Barrett Law Firm expire in 2033, but automatically renew for successive five year periods unless either party
elects to terminate the term then-in-effect upon prior notice. Trott & Trott, the Barrett Law Firm and Albertelli
Law, along with NDeX’s other law firm customers, pay NDeX monthly for their services.
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Revenues and accounts receivables from services provided to Trott & Trott, the Barrett Law Firm and
Albertelli Law were as follows (in thousands):
Barrett Law

Firm
Trott & Trott (and affiliates) Albertelli

As of and for the year ended December 31, 2011

Revenues ........... ... . . . .. $33,253 $58,222 $16,957

Accountsreceivable® . ... ... ... .. .. ... .. ... ... $ 4,450 $13,861 $14,518
As of and for the year ended December 31, 2010

Revenues ............ .., $42,808 $72,966 $12,600

Accounts receivable® . .. ... .. ... ... .. ... . ... ... $ 3,327 $ 9,867 $ 8,830
Revenues for the year ended December 31,2009 ......... $43,534 $66,101 $ 2,295

* Includes billed and unbilled services

David A. Trott, chairman and chief executive officer of NDeX, is also the managing attorney and majority
shareholder of Trott & Trott. Until February 2008, Trott & Trott also owned a 9.1% interest in NDeX, when it
assigned its interest in NDeX to APC Investments, LLC, a limited liability company owned by the shareholders
of Trott & Trott, including Mr. Trott and NDeX’s two executive vice presidents in Michigan. Together, these
three individuals owned approximately 98.0% of APC Investments. APC Investments’ interest in NDeX was
diluted to 7.6% in connection with the acquisition of Barrett-NDEx on September 2, 2008. On December 1,
2009, APC Investments distributed all of its ownership interest in NDeX to each of its members, which resulted
in Mr. Trott having an aggregate 5.1% direct ownership interest in NDeX and NDeX’s two vice presidents in
Michigan, having an aggregate 2.3% ownership interest in NDeX, together. On December 31, 2009, the
Company acquired a portion of the NDeX ownership interest that was formerly held by APC Investments from
its members, including Mr. Trott, for an aggregate $8.0 million and 248,000 shares of the Company’s common
stock. As a result of this transaction, Mr. Trott sold the Company 48,348 common units in NDeX, representing a
3.5% ownership interest and the Company issued to Mr. Trott 168,644 shares of its common stock, having an
aggregate fair market value of $1.8 million on December 31, 2009, using the reported closing sales price on that
date. On January 4, 2010, the Company acquired the remaining aggregate 2.4% ownership interest in NDeX that
was formerly held by APC Investments from its members, including Mr. Trott for an aggregate $5.0 million. As
a result of this transaction, Mr. Trott sold the Company his remaining ownership in NDeX. In connection with
these two common unit purchase agreements, the Company paid Mr. Trott $0.9 million (net of interest) in 2011,
pursuant to the terms of the two common unit purchase agreements.

NDeX also pays Net Director, LLC and American Servicing Corporation for services provided to NDeX.
Mr. Trott has an 11.1% ownership interest in Net Director and, until June 1, 2010, had a 50% ownership interest
in American Servicing Corporation. In 2011, NDeX paid Net Director approximately $0.2 million. Mr. Trott and
his family members own 80.0% of Legal Press, LLC, which owns 10.0% of the outstanding membership interests
of DLNP, in which the Company owns a 35.0% interest. In addition, Mr. Trott serves as a consultant to DLNP
under a consulting agreement and Trott & Trott has an agreement with DLNP to publish its foreclosure notices in
DLNP’s publications.
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The sellers of Barrett-NDEx or their designees, a number of who are key attorneys or shareholders of the
Barrett Law Firm and also employees of NDeX, hold, together, an aggregate 6.2% noncontrolling interest in
NDeX. The Barrett Law Firm owns a 5.0% interest in Net Director. During 2011, the Company paid distributions
to the Sellers of Barrett-NDEx of $0.2 million pursuant to the terms of the operating agreement.

DiscoverReady LLC. The 10.0% noncontrolling interest in DiscoverReady is held by DR Holdco LLC,
which is owned by key employees, including the Chief Executive Officer and President of DiscoverReady.
During 2010, the Company paid distributions to DR Holdco of $0.3 million pursuant to the terms of the operating
agreement.

In 2011, the Company purchased approximately one-third of the outstanding membership units of
DiscoverReady from DR Holdco for approximately $5.0 million in cash. See Note 5 for more information on this
transaction

DiscoverReady’s top customer, who is a financial services company, accounted for 41% of
DiscoverReady’s total revenues for 2011.

Note 17. Reportable Segments

The Company has two operating divisions: Professional Services and Business Information and three
reportable segments: (1) Mortgage Default Processing Services; (2) Litigation Support Services; and (3) Business
Information. The Mortgage Default Processing Services and Litigation Support Services segments are part of the
Professional Services Division as these segments provide professional services supporting, primarily, attorneys
and/or their clients. The Business Information segment is part of the Business Information Division. The
Company determined its reportable segments based on the types of products sold and services performed. The
Mortgage Default Processing Services segment generates revenue from NDeX, which provides mortgage default
processing and related services to its customers. The Litigation Support Services segment generates revenue by
providing discovery management and document review services through DiscoverReady LLC and appellate
services through Counsel Press, LLC. Both of these operating segments generate revenues through fee-based
arrangements. The Business Information segment provides products, data and certain services through
subscription-based products and a variety of media, including court and commercial newspapers, weekly
business journals and the Internet. The Business Information segment generates revenues primarily from display
and classified advertising (including events), public notices, and subscriptions and other.

Information as to the operations of the Company’s three segments as presented to and reviewed by the chief
operating decision maker, who is its chief executive officer, is set forth below. Segment assets or other balance
sheet information is not presented to the Company’s chief operating decision maker. Accordingly, the Company
has not presented information relating to segment assets. Furthermore, all of the Company’s revenues are
generated in the United States. Unallocated corporate level expenses, which include costs related to the
administrative functions performed in a centralized manner and not attributable to particular segments (e.g.,
executive compensation expense, accounting, human resources and information technology support), are reported
in the reconciliation of the segment totals to related consolidated totals as “Corporate” items. There have been no
significant intersegment transactions for the periods reported.

These segments reflect the manner in which the Company sells its products and services to the marketplace
and the manner in which it manages its operations and makes business decisions. The tables below reflect
summarized financial information concerning the Company’s reportable segments (continuing operations only)
for the years ended December 31, 2011, 2010 and 2009.
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Reportable Segments
Professional Services
Mortgage
Default Litigation Business
Processing Support  Information Corporate Total
(In thousands)

2011 Income (expense)

Revenues ............ ... ... $130,362 $76,715 $78493 $ — $ 285,570

Direct operating expenses . ... .................. (64,976) (31,483) (30,012) —  (126,471)
Selling, general and administrative expenses . . ..... (39,562) (24,391) (35,238) (7,583) (106,774)
Amortization and depreciation .................. (13,617)  (6,381) (6,242) (686)  (26,926)
Fair value adjustment on earnout liabilities ........ (483) 13,245 3,026 —_ 15,788

Impairment of long-lived assets ................. — — (1,179) — (1,179)
Equity in earnings of affiliates .................. — — 2,118 — 2,118

Operating income (10SS) ..........covviiunnen .. $ 11,724 $27,705 $ 10966 $ (8,269) $ 42,126

2010 Income (expense)

Revenues ............. ... ... ... . . iiun.. $164,276 $ 58,793 $83.826 $ —  $ 306,895

Direct operating eXpenses . .. ................... (68,208) (23,273) (27,562) —  (119,043)
Selling, general and administrative expenses .. ... .. (39,154) (17,913)  (34,531) (10,563) (102,161)
Amortization and depreciation .................. (16,564) (3,481) 4,837) (703) (25,585)
Fair value adjustment on earnout liabilities ........ (1,070) — — — (1,070)
Equity in earnings of affiliates .................. — — 4,580 — 4,580

Operating income (I0SS) ...........c.ovuun.... $ 39,280 $14,126 $21476 $(11,266) $ 63,616

2009 Income (expense)

Revenues............ ... ... $151,479 $21,056 $85397 $ — $257,932

Direct operating expenses . ..................... (60,349) (6,348) (26,528) — (93,225)
Selling, general and administrative expenses .. .. ... (34,866) (8,323) (32,080) (11,939) (87,208)
Amortization and depreciation .................. (18,790) (1,605) (5,045) (864) (26,304)
Equity in earnings of affiliates .................. —_ — 4,615 — 4,615

Operating income (10SS) ............ovvuunnn... $ 37474 $ 4780 $126,359 $(12,803) $ 55,810

Note 18. Share-Based Compensation

The Company currently has in place the 2007 Incentive Compensation Plan, adopted by the Board of
Directors in 2007. In 2010, the Company amended and restated its 2007 Incentive Compensation Plan, increasing
the number of shares reserved for issuance from 2.7 million shares to 4.8 million shares. Of the 4.8 million shares
reserved for issuance under this plan, there were 1.8 million shares available for issuance at December 31, 2011,
Under this plan, the Company may grant incentive stock options, nonqualified stock options, restricted stock,
restricted stock units, stock appreciation rights, performance units, substitute awards and dividend awards to
employees of the Company, non-employee directors of the Company or consultants engaged by the Company.

Also in 2007, the Board adopted The Dolan Company Employee Stock Purchase Plan, which was approved
by the stockholders. The Employee Stock Purchase Plan allows the employees of the Company and its subsidiary
corporations to purchase shares of the Company’s common stock through payroll deductions. The Company has
not yet determined when it will make the benefits under this plan available to employees. The Company has
reserved 900,000 shares of its common stock for issuance under this plan and there are no shares issued and
outstanding under this plan.
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The Company recognizes compensation cost relating to share-based payment transactions in the financial
statements based on the estimated fair value of the equity or liability instrument issued. The Company uses the
Black-Scholes option pricing model in deriving the fair value estimates of share-based option awards. All inputs
into the Black-Scholes model are estimates made at the time of grant. The Company estimates the expected life
of options based on the expected holding period of the option holder to determine the expected life of options it
had granted. The risk-free interest rate is based on the U.S. Treasury yield for a term equal to the expected life of
the options at the time of grant. The Company also makes assumptions with respect to expected stock price
volatility based upon a mix of the volatility of the price of its own common stock and the average historical
volatility of a select peer group of similar companies. Stock-based compensation expense related to restricted
stock is based on the grant date price and is amortized over the vesting period. Forfeitures of share-based awards
are estimated at time of grant and revised in subsequent periods if actual forfeitures differ from initial estimates.
Forfeitures are estimated based on the percentage of awards expected to vest, taking into consideration the
seniority level of the award recipients. For stock options issued, the Company has assumed a five percent
forfeiture rate for all awards issued to management and other employees and non-employee directors, and a zero
percent forfeiture rate for all awards issued to executive management employees. For restricted stock issued, the
Company has assumed a five percent forfeiture rate on all restricted stock awards issued to non-executive
management employees, and a zero percent forfeiture rate on restricted stock awards issued to a limited number
of executive employees.

Total share-based compensation expense for years ended December 31, 2011, 2010 and 2009, was $3.8
million, $3.2 million and $2.6 million, respectively.

Stock Options. The Company issued incentive stock options in 2006 which are all fully vested and expire
ten years from the date of grant. At December 31, 2011, there were 77,455 incentive stock options vested. The
non-qualified stock options issued in 2011, 2010, and 2009 were issued to executive management, non-executive
management and other employees and non-employee directors under the 2007 Incentive Compensation Plan. The
options issued under this plan vest in four equal annual instaliments commencing on the first anniversary of the
grant date. The options expire seven years after the grant date. At December 31, 2011, there were 1,234,224
non-qualified stock options vested.

The Company receives a tax deduction for certain stock option exercises and disqualifying stock
dispositions during the period the options are exercised or the stock is sold, generally for the excess of the price
at which the options are sold over the exercise prices of the options.

For the year ended December 31, 2011, net cash proceeds from the exercise of stock options was
immaterial.

The following ranges of assumptions were used to estimate the fair value of stock options granted during
the years ended December 31, 2011, 2010 and 2009:

2011 2010 2009
Dividend Yield .......... ..oty 0.0% 0.0% 0.0%
Expected volatility ..............coiiiiiiit 47.0-500% 47.0 - 48.0% 48.0%
Risk free interestrate ...................c0onn. 1.25-2.1% 1.5-2.3% 2.0%
Expected termof options . ..................... 4.25 - 5.5 years 475 years  4.75 years
Weighted average grant date fair value ........... $3.73-$5.15 $3.95-8$5.15 $5.35
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The following table represents stock option activity for the year ended December 31, 2011:

Weighted Average
Weighted Average Remaining
Number of  Grant Date Fair Weighted Average Contractual Life
Shares Value Exercise Price (in Years)
Outstanding options at December 31,2010 ... 1,945,770 $4.83 $13.50 4.82
Granted .......... . .. 457,987 4.60 10.46
Excercised ............. ..., (4,000) 1.35 2.22
Canceledorforfeited ..................... M) 498 13.16
Outstanding options at December 31, 2011 ... 2,323,091 4.79 12.93 4.30
Options excercisable at December 31, 2011 ... 1,311,679 $4.70 $13.76 3.37

Share-based compensation expense related to grants of stock options for the year ended December 31, 2011,
2010 and 2009 was approximately $2.2 million, $2.0 million and $1.7 million, respectively. At December 31,
2011, the aggregate intrinsic value of both options outstanding and options exercisable was $0.5 million. At
December 31, 2011, there was approximately $3.5 million of unrecognized compensation cost related to
outstanding options, which is expected to be recognized over a weighted-average period of 2.6 years.

Restricted Stock Grants. The restricted shares issued to non-executive employees, as well as a limited
number of executive management employees, typically vest in four equal annual installments commencing on the
first anniversary of the grant date. The restricted shares issued to non-management employees on August 1, 2007,
vest in five equal installments commencing on the date of grant and each of the four anniversaries of the grant
date. Stock-based compensation expense related to restricted stock is based on the grant date price and is
amortized over the vesting period.

A summary of the Company’s nonvested restricted stock as of December 31, 2011, is as follows:

Weighted
Average Grant
Number of Date Fair
Shares Value

Nonvested, December 31,2010 ........ ... ... i, 324,906 $12.62
Granted . .. ..o e 214,849 10.46
Vested .o e e e (121,447) 12.85
Canceledorforfeited ......... ... .0, (16,160) 12.60
Nonvested, December 31,2011 ............. ... ... .. ... ....... 402,148 $11.40

Share-based compensation expense related to grants of restricted stock for the year ended December 31,
2011, 2010 and 2009 was approximately $1.7 million, $1.2 million and $0.9 million, respectively. Total
unrecognized compensation expense for unvested restricted shares of common stock as of December 31, 2011
was approximately $3.3 million, which is expected to be recognized over a weighted average period of 2.7 years.

Note 19. Commitments and Contingencies

Litigation. From time to time, the Company is subject to certain claims and lawsuits that have been filed
in the ordinary course of business. Although the outcome of these matters cannot presently be determined, it is
management’s opinion that the ultimate resolution of these matters will not have a material adverse effect on the
results of operations or the financial position of the Company.
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NDeX. The sellers of Barrett-NDEX, as noncontrolling interest holders in NDeX, or their transferees, each
as members of NDeX, have the right to require NDeX to repurchase all or any portion of the NDeX equity
interest held by them. This right is exercisable for a period of six months following September 2, 2012. To the
extent the sellers of Barrett-NDEX timely exercise this right, the purchase price would be based upon 6.25 times
NDeX’s trailing twelve month earnings before interest, taxes, depreciation and amortization less the aggregate
amount of any interest bearing indebtedness outstanding for NDeX as of the date the repurchase occurs. The
aggregate purchase price would be payable by NDeX in the form of a three-year unsecured note bearing interest
at a rate equal to prime plus 2.0%.

DiscoverReady. Under the terms of the amended DiscoverReady limited liability agreement, DR Holdco
has the right, for a period of 90 days following November 2, 2012, to require DiscoverReady to repurchase
approximately 50% of DR Holdco’s equity interest in DiscoverReady, and for a period of 90 days following
November 2, 2013, to require DiscoverReady to purchase DR Holdco’s remaining equity interest in
DiscoverReady. In addition, for a period of 90 days following November 2, 2013, DiscoverReady also has the
right to require DR Holdco to sell its entire equity interest in DiscoverReady. In each case, if either party timely
exercises its right, DiscoverReady would pay DR Holdco an amount based on the fair market value of the equity
interest. These rights may be exercised earlier under certain circumstances. If either of these rights are exercised,
the aggregate purchase price would be paid by DiscoverReady in cash, to the extent allowable by the terms and
conditions of the Company’s then-existing bank credit agreement.

Note 20. Selected Quarterly Financial Data (unaudited)

The following table sets forth selected unaudited quarterly financial data for the years ended December 31,
2011 and 2010. Each period presented has been adjusted to remove discontinued operations. Please see Note 9
for additional information on discontinued operations. The Company believes that all necessary adjustments have
been included in the amounts stated below to present fairly the results of such periods when read in conjunction
with the annual financial statements and related notes.

Quarterly Financial Data

First Second Third Fourth
Quarter Quarter Quarter Quarter Full Year

(Unaudited)
(in Thousands)

2011
REVENUES ... ittt i et e $71,753 $68,387 $74,217 $71,213 $285,570
Operating iNCOME . . ... .vviniintininnennennnnnen.s 7,634 5,785 7,827 20,880 42,126
Net income attributable to The Dolan Company ......... 3,475 2,572 3,080 10,357 19,493
Net income attributable to The Dolan Company per

share — Basicand Diluted .. ...................... 0.12 0.09 0.10 0.34 0.65
2010
REVEIMUES . .o tve e ettt ettt e $76,196 $77,791 $77.438 $75,470 $306,895
Operating inCome . . ........c..coviniieniennennenee... 17,769 16,565 16,576 12,706 63,616
Net income attributable to The Dolan Company ......... 9,157 8,632 9,040 5,526 32,355
Net income attributable to The Dolan Company per

share — Basicand Diluted . ....................... 0.30 0.29 0.30 0.18 1.07
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A summary of significant events occurring in 2011 and 2010 that may assist in reviewing the information
provided above follows:

2011. InMay 2011, the Company purchased approximately one-third of the outstanding membership units
of DiscoverReady held by its minority partner, DR Holdco LLC. As a result of this transaction, the Company’s
ownership percentage in DiscoverReady increased from 85.3% to 90.0%, and the noncontrolling interest
decreased from 14.7% to 10.0%. On July 25, 2011, the Company acquired certain assets of ACT Litigation
Services.

2010. On August 9, 2010, the Company acquired certain assets of Federal News. On December 1, 2010,
the Company acquired the equity interests of DataStream.

Note 21. Subsequent Events

On March 6, 2012, the Company entered into a second amendment to the credit agreement for the
Company’s senior secured credit facility that increases the maximum aggregate amount of the revolving credit
facility from $155.0 million to $165.0 million and amends certain of the credit agreement’s definitions and
covenants. The new credit agreement, as amended, requires that, as of the last day of any fiscal quarter, the
Company and its consolidated subsidiaries not permit: its total cash flow leverage ratio to be more than 3.00 to
1.00 (or 3.50 to 1.00 following an acquisition triggering event); fixed charge coverage ratio to be less than 2.00 to
1.00; and adjusted EBITDA for the previous two fiscal quarters to be less than $23.0 million as of both
March 31, 2012, and June 30, 2012, and less than $27.5 million for periods of determination thereafter, which
amount may increase up to $35.0 million upon increase of the revolving credit facility pursuant to the accordion
feature. The Company paid fees of approximately $0.3 million in connection with this amendment.
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Item 9. Changes in or Disagreements with Accountants on Accounting or Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including
our chief executive officer and chief financial officer, of the effectiveness of our disclosure controls and
procedures (as such term is defined in Rules 13a-15(¢) and 15d-15(e) under the Securities Exchange Act of 1934,
as amended (the “Exchange Act”)) as of the end of the period covered by this report. Based on such evaluation,
our chief executive officer and chief financial officer have concluded that, as of the end of such period, our
disclosure controls and procedures were effective and provided reasonable assurance that information required to
be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed,
summarized and reported accurately and within the time frames specified in the Securities and Exchange
Commission’s rules and forms and accumulated and communicated to our management, including our chief
executive officer and chief financial officer, as appropriate to allow timely decisions regarding required
disclosure.

Changes in Internal Control over Financial Reporting

There were not any changes in our internal control over financial reporting (as such term is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fourth quarter ended December 31, 2011, that
have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.

Management’s Annual Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting. Under the supervision and with the participation of our management, including our chief executive
officer and chief financial officer, we evaluated the effectiveness of our internal control over financial reporting
as of December 31, 2011, using the criteria described in the Internal Control-Integrated Framework, issued by the
Committee of Sponsoring Organizations (“COSO”) of the Treadway Commission. Based on this evaluation and
those criteria, our management concluded that our internal control over financial reporting was effective as of
December 31, 2011.

In making this assessment as of December 31, 2011, we have excluded the operations ACT Litigation
Services, Inc., acquired on July 25, 2011. The financial statements of ACT reflect total assets of approximately
17% and total revenues of approximately 6% of our consolidated financial amounts as of and for the year ended
December 31, 2011. We have excluded this business because we have not had sufficient time to make an
assessment of its internal controls using the COSO criteria in accordance with Section 404 of the Sarbanes-Oxley
Act of 2002. In excluding this business from our assessment, we have considered the “Frequently Asked
Questions” as set forth by the office of the Chief Accountant and the Division of Corporate Finance on June 24,
2004, as revised on September 24, 2007, which acknowledges that it may not be possible to conduct an
assessment of an acquired business’s internal control over financial reporting in the period between the
consummation date and the date of management’s assessment and contemplates that such business would be
excluded from management’s assessment in the year of acquisition.

McGladrey & Pullen, LLP, the independent registered accounting firm who audited our consolidated
financial statements, has also audited the effectiveness our internal control over financial reporting as of
December 31, 2011, as described in their report on the next page.
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REPORT OF INDEPENDENT REGISTERED ACCOUNTING FIRM

To the Board of Directors and Stockholders
The Dolan Company

We have audited The Dolan Company and Subsidiaries’ (the “Company”) internal control over financial
reporting as of December 31, 2011, based on criteria established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Dolan
Company’s management is responsible for maintaining effective internal control over financial reporting and for
its assessment of the effectiveness of internal control over financial reporting included in Management’s Annual
Report on Internal Control over Financial Reporting in this Annual Report on Form 10-K of The Dolan Company
for the year ended December 31, 2011. Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audit also included performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

As described in the accompanying Management’s Annual Report on Internal Control over Financial
Reporting, management has excluded the operations of ACT Litigation Services from its assessment of internal
control over financial reporting as of December 31, 2011, because this business was acquired by the Company on
July 25, 2011. We have also excluded this acquired business, which comprises approximately 17% of
consolidated assets and 6% of consolidated revenues as of and for the year ended December 31, 2011, from our
audit of internal control over financial reporting.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (a) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (b) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (c) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, The Dolan Company and Subsidiaries maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2011, based on criteria established in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated financial statements of The Dolan Company and Subsidiaries as of
December 31, 2011 and 2010 and for each of the three years in the period ended December 31, 2011, and our
report dated March 9, 2012, expressed an unqualified opinion.

/s/ McGladrey & Pullen, LLP

Minneapolis, Minnesota
March 9, 2012
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Item 9B. Other Information

On March 6, 2012, the Company entered into a second amendment (the “Second Amendment”) to its Third
Amended and Restated Credit Agreement, dated as of December 6, 2010, among the Company, its consolidated
subsidiaries, the lenders from time to time party thereto, U.S. Bank National Association, as a lender, LC issuer,
swing line lender, lead arranger, sole bookrunner, and as administrative agent for the lenders, and Wells Fargo,
National Association, as a lender and as syndication agent, as previously amended on September 30, 2011. The
Second Amendment increases the maximum aggregate amount of the Credit Agreement’s revolving credit
facility from $155.0 million to $165.0 million and adjusts certain of the Credit Agreement’s definitions and
covenants.

The foregoing description is qualified in its entirety by reference to the Second Amendment, which is filed
as Exhibit 10.49 to this Annual Report on Form 10-K and is incorporated by reference herein; the first
amendment to the Credit Agreement, which was filed as Exhibit 10 to the Company’s Current Report on Form
8-K filed with the Securities and Exchange Commission on September 30, 2011 and is incorporated by reference
herein; and the Credit Agreement, which was filed as Exhibit 10.1 to the Company’s Current Report on Form
8-K filed with the Securities and Exchange Commission on December 7, 2010 and is incorporated by reference
herein.

PART III

We have incorporated by reference information required by Part III into this Annual Report on Form 10-K
from our definitive Proxy Statement for our 2012 Annual Meeting of Stockholders. We expect to file our proxy
statement with the SEC pursuant to Regulation 14A in early April 2012, but will file it, in no event later than
120 days after December 31, 2011. Except for those portions specifically incorporated in this Annual Report on
Form 10-K by reference to our proxy statement, no other portions of the proxy statement are deemed to be filed
as part of this Form 10-K.

Item 10. Directors, Executive Officers and Corporate Governance

We have incorporated into this item by reference the information provided under “Proposal 1 — Election of
Directors,” “Executive Officers,” “Directors Continuing in Office,” “Section 16(a) Beneficial Ownership
Reporting Compliance,” “Our Code of Ethics and Business Conduct Policies” and “Audit Committee” in our
proxy statement.

Item 11. Executive Compensation

We have incorporated into this item by reference the information provided under “Compensation Discussion
and Analysis,” “Executive Compensation,” “Director Compensation,” “Compensation Committee Interlocks and
Insider Participation” and “Compensation Committee Report” in our proxy statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

We have incorporated into this item by reference the information provided under “Principal Stockholders
and Beneficial Ownership of Directors and Executive Officers” in our proxy statement.
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Securities Authorized for Issuance under Equity Compensation Plans

The table below sets forth information regarding securities authorized for issuance under our equity
compensation plans as of December 31, 2011. On December 31, 2011, we had one active equity compensation
plan, the 2007 Incentive Compensation Plan, which was amended and restated in 2010 to increase the number of
shares reserved for issuance from 2.7 million shares to 4.8 million shares. Our board of directors and
stockholders have also approved an Employee Stock Purchase Plan, having an effective date after December 31,
2007. We have not yet determined when or if we will implement the Employee Stock Purchase Plan.

Number of securities
Number of Weighted remaining available
Securities to be  average exercise  for future issuance

issued upon price of under equity

exercise of outstanding compensation plans

outstanding options, (excluding securities

options, warrants  warrants and reflected in first

Plan Category and rights rights column)
Equity compensation plans approved by security holders:

2007 Incentive CompensationPlan ................. 2,323,091 $12.93 1,752,581(1)
Employee Stock Purchase Plan ...................... — —_ 900,000
Subtotal ....... . e e e e 2,323,091 $12.93 2,652,581
Equity compensation plans not approved by security

holders ........ ... — — —
Total ... e 2,323,091 $12.93 2,652,581

(1) Includes 16,160 shares of restricted stock that were forfeited by grantees during 2011, which are available to
be reissued under the 2007 Incentive Compensation Plan.

Item 13. Certain Relationships and Related Party Transactions and Director Independence

We have incorporated into this item by reference the information provided under “Related Party
Transactions and Policies” and “Director Independence” in our proxy statement. Please also refer to the
independence discussions in our proxy statement as they relate to each of our committees under “Corporate
Governance.”

Item 14. Principal Accountant Fees and Services

We have incorporated into this item by reference the information provided under “Fees of Independent
Registered Public Accounting Firm” and “Audit Committee Policy on Pre-Approval of Audit and Permissible
Non-Audit Services” in our proxy statement.
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Item 15.

PART IV

Exhibits and Financial Statements Schedule

a. Financial Statements and Schedules.

1. Financial Statements. The consolidated financial statements filed as part of this report are listed in
the index to financial statements in Item 8 of this Annual Report on Form 10-K as follows and incorporated
in this Item 15 by reference:

Title

Page

Report of McGladrey & Pullen, LLP, the independent registered public accounting

firm of The Dolan Company

72

Report of Baker Tilly Virchow Krause, LLP, the independent registered public

accounting firm of The Detroit Legal News Publishing, LLC
Consolidated Balance Sheets as of December 31, 2011 and 2010

73
74

Consolidated Statements of Operations for years ended December 31, 2011, 2010 and

2009

..............................................................

75

Consolidated Statements of Stockholders’ Equity for years ended December 31,

2011, 2010 and 2009

76

Consolidated Statements of Cash Flows for years ended December 31, 2011, 2010

and 2009
Notes to Consolidated Financial Statements

...........................................................

77
78

2. Financial Statement Schedules. Financial statement schedules are omitted because of the absence of
the conditions under which they are required or because the required information is included in the
consolidated financial statements or the related notes.

b. EXHIBITS

Exhibit
No.

2.1

22

3.1

Title

Membership Interests Purchase Agreement by
and among DiscoverReady LLC, DR Holdco
LLC, Steven R. Harber, David Shub, James K.
Wagner, Paul Yerkes, C. Parkhill Mays and The
Dolan Company (f/k/a Dolan Media Company)
dated November 2, 2009

Asset Purchase Agreement, dated July 25, 2011,
among The Dolan Company, DiscoverReady
LLC, ACT Litigation Services, Inc. and the
Persons listed on Annex A thereto (excluding
schedules and exhibits, which The Dolan
Company agrees to furnish supplementally to the
Securities and Exchange Commission upon
request)

Amended and
Incorporation

Restated  Certificate  of
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Method of Filing

Incorporated by reference to Exhibit 2.1 of our
quarterly report on Form 10-Q filed with the SEC
on November 6, 2009. The schedules and exhibit
to the Membership Interest Purchase Agreement
have been omitted pursuant to Item 601(b)(2) of
Regulation S-K. We have agreed to furnish
supplementally to the SEC, upon request, a copy
of the omitted schedules and exhibits.

Incorporated by reference to Exhibit 2.1 of our
current report on Form 8-K filed with the SEC on
July 26, 2011.

Incorporated by reference to Exhibit 3 of our
current report on Form 8-K filed with the SEC on
May 26, 2010.



Exhibit

32

33

4.1
42

4.3

4.4

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

Title

Second Amended and Restated Bylaws

Certificate of Designation of Series A Junior
Participating Preferred Stock of The Dolan
Company (f/k/a Dolan Media Company)

Specimen Stock Certificate

Rights Agreement, dated as of January 29, 2009,
by and between The Dolan Company (f/k/a
Dolan Media Company) and Mellon Investor
Services LLC, as Rights Agent

Amendment No. 1 to Rights Agreement, dated as
of March 17, 2010, by and between The Dolan
Company (f/k/a Dolan Media Company) and
Mellon Investor Services LLC, as Rights Agent

Amendment No. 2 to Rights Agreement, dated as
of September 15, 2011, effective as of September
16, 2011, by and between The Dolan Company
and Wells Fargo Bank, N.A., as successor Rights
Agent

Amended and Restated Employment Agreement
of James P. Dolan dated effective April 1, 2007

First Amendment to the Amended and Restated
Employment Agreement of James P. Dolan dated
December 29, 2008

Amended and Restated Employment Agreement
between The Dolan Company (f/k/a Dolan Media
Company) and Scott J. Pollei dated August 1,
2009

Employment Agreement between The Dolan
Company (f/k/a Dolan Media Company) and
Vicki J. Duncomb dated effective August 1, 2009

Employment Agreement of Mark W.C. Stodder
dated effective April 1, 2007

First Amendment to the Employment Agreement
of Mark W.C. Stodder dated December 29, 2008

Second Amendment to the Employment
Agreement of Mark W.C. Stodder dated August
1, 2009

117

Method of Filing

Incorporated by reference to Exhibit 3.2 of our
current report on Form 8-K filed with the SEC on
December 18, 2008.

Incorporated by reference to Exhibit 3.1 of our
current report on Form 8-K filed with the SEC on
February 3, 2009.

Filed herewith.

Incorporated by reference to Exhibit 4.1 of our
current report on Form 8-K filed with the SEC on
February 3, 2009.

Incorporated by reference to Exhibit 4 of our
current report on Form 8-K filed with the SEC on
March 22, 2010.

Incorporated by reference to Exhibit 4 of our
current report on Form 8-K filed with the SEC on
September 16, 2011.

Incorporated by reference to Exhibit 10.1 of our
amendment to registration statement on Form S-
1/A filed with the SEC on June 7, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.5 of our
annual report on Form 10-K filed with the SEC
on March 12, 2009.

Incorporated by reference to Exhibit 10.1 of our
current report on Form 8-K filed with the SEC on
August 4, 2009.

Incorporated by reference to Exhibit 10.2 of our
current report on Form 8-K filed with the SEC on
August 4, 2009.

Incorporated by reference to Exhibit 10.4 of our
amendment to registration statement on Form S-
1/A filed with the SEC on June 7, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.8 of our
annual report on Form 10-K filed with the SEC
on March 12, 2009.

Incorporated by reference to Exhibit 10.8 of our
quarterly report on Form 10-Q filed with the SEC
on August 7, 2009.



Exhibit
No.

10.8%*

10.9%*

10.10*

10.11*

10.12*

10.13*

10.14*

10.15%*

10.16*

10.17

10.18*

Title

Employment Agreement of David A. Trott dated
as of March 14, 2006

First Amendment to the Employment Agreement
of David A. Trott dated December 29, 2008

Separation Agreement and General Release
between The Dolan Company (f/k/a Dolan Media
Company) and Mark E. Baumbach dated July 28,
2009

Consulting Agreement between Mark E.
Baumbach and The Dolan Company (f/k/a Dolan
Media Company) dated September 28, 2009

2007 Incentive Compensation Plan (Amended
and Restated in 2010)

Form of Non-Qualified Stock Option Award
Agreement

Form of Incentive
Agreement

Stock Option Award

Form of Restricted Stock Award Agreement

Amended and Restated Executive Change in
Control Plan

Form of Indemnification Agreement

2007 Employee Stock Purchase Plan
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Method of Filing

Incorporated by reference to Exhibit 10.2 of our
registration statement on Form S-1 filed with the
SEC on April 26, 2007 (Registration NO.
333-142372).

Incorporated by reference to Exhibit 10.6 of our
annual report on Form 10-K filed with the SEC
on March 12, 2009.

Incorporated by reference to Exhibit 10.1 of our
current report on Form 8-K filed with the SEC on
July 28, 2009.

Incorporated by reference to Exhibit 10.8 of our
quarterly report on Form 10-Q filed with the SEC
on November 6, 2009.

Incorporated by reference to Exhibit 10 of our
current report on Form 8-K filed with the SEC on
May 26, 2010.

Incorporated by reference to Exhibit 10.6 of our
amendment to registration statement on Form S-
1/A filed with the SEC on July 11, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.8 of our
amendment to registration statement on Form S-
1/A filed with the SEC on July 11, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.7 of our
amendment to registration statement on Form S-
I/A filed with the SEC on July 11, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.16 to our
annual report on Form 10-K filed with the SEC
on March 11, 2011.

Incorporated by reference to Exhibit 10.18 of our
amendment to registration statement on Form S-
1/A filed with the SEC on June 29, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.18 of our
amendment to registration statement on Form S-
1/A filed with the SEC on July 11, 2007
(Registration No. 333-142372).



Exhibit

10.19

10.20

10.21

10.22

10.23

10.24

10.25

Title

Services  Agreement between  American
Processing Company, LLC, Trott & Trott, P.C.
and David A. Trott

Services  Agreement between  American
Processing Company, LLC, Feiwell & Hannoy
Professional Corporation, Michael Feiwell and
Douglas Hannoy

Services  Agreement between  American
Processing Company, LL.C and Wilford & Geske,
Professional Association

First Amendment to the Services Agreement
between American Processing Company, LLC
and Wilford & Geske, P.A. dated June 4, 2009

Second Amendment to the Services Agreement
between American Processing Company, LLC
and Wilford & Geske, P.A. dated June 4, 2009

Amended and Restated Services Agreement
between National Default Exchange, LP and
Barrett Daffin Frappier Turner & Engel, LLP
dated September 2, 2008

Letter Agreement amending Amended and
Restated Services Agreement between National
Default Exchange, LP and Barmrett Daffin
Frappier Turner & Engel, LLP dated January 13,
2009
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Method of Filing

Incorporated by reference to Exhibit 10.8 of our
amendment to registration statement on Form S-
1/A filed with the SEC on June 7, 2007
(Registration No. 333-142372). Portions of this
exhibit were omitted and have been filed
separately with the Secretary of the SEC pursuant
to an application for confidential treatment under
Rule 406 of the Securities Act.

Incorporated by reference to Exhibit 10.9 of our
amendment to registration statement on Form S-
1/A filed with the SEC on June 7, 2007
(Registration No. 333-142372). Portions of this
exhibit were omitted and have been filed
separately with the Secretary of the SEC pursuant
to an application for confidential treatment under
Rule 406 of the Securities Act.

Incorporated by reference to Exhibit 10.2 of our
current report on Form 8-K filed with the SEC on
February 25, 2008. Portions of this exhibit were
omitted and have been filed separately with the
Secretary of the SEC pursuant to an application
for confidential treatment under Rule 406 of the
Securities Act.

Incorporated by reference to Exhibit 10.4 of our
quarterly report on Form 10-Q filed with the SEC
on May 6, 2009.

Incorporated by reference to Exhibit 10.1 of our
quarterly report on Form 10-Q filed with the SEC
on August 7, 2009. Portions of this exhibit were
omitted and have been filed separately with the
Secretary of the SEC pursuant to an application
for confidential treatment under Rule 406 of the
Securities Act.

Incorporated by reference to Exhibit 10.1 of our
current report on Form 8-K filed with the SEC on
September 2, 2008. Portions of this exhibit were
omitted and have been filed separately with the
Secretary of the SEC pursuant to an application
for confidential treatment under Rule 406 of the
Securities Act.

Incorporated by reference to Exhibit 10.35 of our
annual report on Form 10-K filed with the SEC
on March 12, 2009. Portions of this exhibit were
omitted and have been filed separately with the
Secretary of the SEC pursuant to an application
for confidential treatment under Rule 406 of the
Securities Act.



Exhibit
No.

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

Title

Services  Agreement between  American
Processing Company, LLC (d/b/a NDeX) and
James E. Albertelli, P.A. (and, for certain
purposes, James E. Albertelli, individually) dated
October 1, 2009

First Amendment to Services Agreement among
American Processing Company, LLC (d/b/a
NDeX), James E. Albertelli, P.A. and James E.
Albertelli, individually, dated as of July 12, 2010

Amended and Restated Operating Agreement of
The Detroit Legal News Publishing, LL.C

Amended and Restated Operating Agreement of
American Processing Company, LLC

Amendment No. 1 to Amended and Restated
Operating Agreement of American Processing
Company, LLC

Amendment No. 2 to Amended and Restated
Operating Agreement of American Processing
Company, LLC

Amendment No. 3 to Amended and Restated
Operating Agreement of American Processing
Company, LLC

Amendment No. 4 to the Amended and Restated
Operating Agreement of American Processing
Company, LLC

Amendment No. 5 to the American Processing
Company, LLC Operating Agreement dated July
1, 2009

Amendment No. 6 to the Amended and Restated
Operating Agreement of American Processing
Company, LLC

Amendment No. 7 to the Amended and Restated
Operating Agreement of American Processing
Company, LLC
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Method of Filing

Incorporated by reference to Exhibit 10.1 of our
current report on Form 8-K filed with the SEC on
October 5, 2009. Portions of this exhibit were
omitted and have been filed separately with the
Secretary of the SEC pursuant to an application
for confidential treatment under Rule 406 of the
Securities Act.

Incorporated by reference to Exhibit 10.2 of our
quarterly report on Form 10-Q filed with the SEC
on August 5, 2010.

Incorporated by reference to Exhibit 10.10 of our
amendment to registration statement on Form S-
1/A filed with the SEC on June 7, 2007
(Registration No. 333-142372).

Incorporated by reference to Exhibit 10.12 of our
registration statement on Form S-1 filed with the
SEC on April 26, 2007 (Registration No. 333-
142372). This Exhibit 10.12 also included
Amendment No. 1 to the Amended and Restated
Operating Agreement of American Processing
Company, LLC, identified in this exhibit list as
Exhibit 10.30.

Incorporated by reference to Exhibit 10.12 of our
registration statement on Form S-1 filed with the
SEC on April 26, 2007 (Registration No. 333-
142372).

Incorporated by reference to Exhibit 10.3 of our
current report on Form 8-K filed with the SEC on
December 3, 2007.

Incorporated by reference to Exhibit 10.3 of our
current report on Form 8-K filed with the SEC on
February 25, 2008.

Incorporated by reference to Exhibit 10.2 of our
current report on Form 8-K filed with the SEC on
September 2, 2008.

Incorporated by reference to Exhibit 10.2 of our
quarterly report on Form 10-Q filed with the SEC
on August 7, 2009.

Incorporated by reference to Exhibit 10.3 to our
current report on Form 8-K filed with the SEC on
January 5, 2010.

Incorporated by reference to Exhibit 10.4 to our
current report on Form 8-K filed with the SEC on
January 5, 2010.



Exhibit
No.

10.37

10.38

10.39

10.40

10.41

10.42

10.43

Title

Amendment No. 8 to the Amended and Restated
Operating Agreement of American Processing
Company, LLC

Third Amended and Restated Limited Liability
Company Agreement of DiscoverReady LLC
dated as of November 2, 2009

Amendment No. 1 to Third Amended and
Restated Limited Liability Company Agreement
of DiscoverReady LLC dated as of April 30,
2010

Third Amended and Restated Credit Agreement,
dated as of December 6, 2010, among The Dolan
Company, the subsidiaries of The Dolan
Company, the lenders from time to time party
thereto, U.S. Bank National Association, as
administrative agent, lead arranger and sole
bookrunner, and Wells Fargo Bank, National
Association, as syndication agent

Asset Purchase Agreement among The Dolan
Company (f/k/a Dolan Media Company),
American Processing Company, LLC (d/b/a
NDeX), James E. Albertelli, P.A., The Albertelli
Firm, P.C., Albertelli Title, Inc. and James E.
Albertelli dated October 1, 2009

First Amendment to Asset Purchase Agreement
among American Processing Company, LLC (d/
b/a NDeX), The Dolan Company (f/k/a Dolan
Media Company), James E. Albertelli, P.A., The
Albertelli Firm, P.C., Albertelli Title, Inc. and
James E. Albertelli, individually, dated as of July
12,2010

Common Unit Purchase Agreement by and
between David A. Trott, Ellen Coon, Trustee of
the Ellen Coon Living Trust w/a/d 9/9/98, Marcy
J. Ford, Trustee of the Marcy Ford Revocable
Trust u/a/d 7/12/04, William D. Meagher, Trustee
of the William D. Meagher Trust w/a/d 8/24/07,
and Jeanne M. Kivi, Trustee of the Jeanne M.
Kivi Trust u/a/d 8/24/07, Dolan APC, LLC, The
Dolan Company (f/k/a Dolan Media Company)
and Trott & Trott P.C. dated December 31, 2009
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Method of Filing

Incorporated by reference to Exhibit 10.37 of our
annual report on Form 10-K filed with the SEC
on March 8, 2010.

Incorporated by reference to Exhibit 10.9 of our
quarterly report on Form 10-Q filed with the SEC
on November 6, 2009.

Incorporated by reference to Exhibit 10.5 of our
quarterly report on Form 10-Q filed with the SEC
on May 6, 2010.

Incorporated by reference to Exhibit 10.1 of our
current report on Form 8-K filed with the SEC on
December 7, 2010.

Incorporated by reference to Exhibit 10.2 of our
current report on Form 8-K filed with the SEC on
October 5, 2009. The schedules and exhibits to
the Asset Purchase Agreement have been omitted
pursuant to Item 601(b}2) of Regulation S-K.
We have agreed to furnish supplementally to the
SEC, upon request, a copy of the omitted
schedules and exhibits.

Incorporated by reference to Exhibit 10.3 of our
quarterly report on Form 10-Q filed with the SEC
on August 5, 2010.

Incorporated by reference to Exhibit 10.1 to our
current report on Form 8-K filed with the SEC on
January 5, 2010. The exhibits to the Common
Unit Purchase Agreement have been omitted
pursuant to Item 601(b)(2) of Regulation S-K.
We have agreed to furnish supplementally to the
SEC, upon request, a copy of the omitted
exhibits.



Exhibit

10.44

10.45%*

10.46

10.47

10.48

10.49

101

Title

Common Unit Purchase Agreement by and
between David A. Trott, Ellen Coon, Trustee of
the Ellen Coon Living Trust w/a/d 9/9/98, Marcy
J. Ford, Trustee of the Marcy Ford Revocable
Trust w/a/d 7/12/04, William D. Meagher,
Trustee of the William D. Meagher Trust u/a/d
8/24/07, and Jeanne M. Kivi, Trustee of the
Jeanne M. Kivi Trust u/a/d 8/24/07, Dolan APC,
LLC, The Dolan Company (f/k/a Dolan Media
Company) and Trott & Trott P.C. dated January
4,2010

Employment Agreement of Renee Jackson dated
as of July 12, 2010

Amendment No. 2 to Third Amended and
Restated Limited Liability Company Agreement
of DiscoverReady LLC, dated as of May 11,
2011

First Amendment to Third Amended and
Restated Credit Agreement, dated as of
September 30, 2011, by and among the Dolan
Company, its consolidated subsidiaries, the
lenders from time to time party to the Credit
Agreement, U.S. Bank National Association, as a
lender, LC issuer, swing line lender, and as
administrative agent for the lenders, and Wells
Fargo Bank, National Association, as a lender
and as syndication agent.

Second Amendment to Services Agreement
among American Processing Company, LLC (d/
b/a NDeX), James E. Albertelli, P.A. and James
E. Albertelli, individually, dated as of November
15,2011

Second Amendment to Third Amended and
Restated Credit Agreement dated March 6, 2012,
by and among the Dolan Company, its
consolidated subsidiaries, the lenders from time
to time party to the Credit Agreement, U.S. Bank
National Association, as a lender, LC issuer,
swing line lender, and as administrative agent for
the lenders, and Wells Fargo Bank, National
Association, as a lender and as syndication agent.

Interactive Data File
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Method of Filing

Incorporated by reference to Exhibit 10.2 to our
current report on Form 8-K filed with the SEC on
January 5, 2010. The exhibits to the Common
Unit Purchase Agreement have been omitted
pursuant to Item 601(b)(2) of Regulation S-K.
We have agreed to furnish supplementally to the
SEC, upon request, a copy of the omitted
exhibits.

Incorporated by reference to Exhibit 10.45 to our
annual report on Form 10-K filed with the SEC
on March 11, 2011.

Incorporated by reference to Exhibit 10.3 to our
current report on Form 8-K filed with the SEC on
May 16, 2011.

Incorporated by reference to Exhibit 10 to our
current report on Form 8-K filed with the SEC on
September 30, 2011.

Filed herewith.

Filed herewith.

Filed herewith.



Exhibit

No. Tite Method of Filing
21 Subsidiaries of the Registrant Filed herewith.
23.1 Consent of McGladrey & Pullen, LLP Filed herewith.
23.2 Consent of Baker Tilly Virchow Krause, LLP Filed herewith.
31.1 Section 302 Certification of James P. Dolan Filed herewith.
31.2 Section 302 Certification of Vicki J. Duncomb Filed herewith.
32.1 Section 906 Certification of James P. Dolan Filed herewith.
32.2 Section 906 Certification of Vicki J. Duncomb Filed herewith.

* Management contract or compensatory plan, contract or arrangement required to be filed as exhibit to this
annual report on Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this Annual Report on Form 10-K to be signed on its behalf by the undersigned, thereunto duly
authorized.

THE DOLAN COMPANY
Dated: March 9, 2012

By: /s/ JAMES P. DOLAN

James P. Dolan
Chairman, Chief Executive Officer and President
(Principal Executive Officer)

By: /s/ Vick1 J. DUNCOMB

Vicki J. Duncomb

Vice President and Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

Pursuant to the requirements of the Securities Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature % E&e_
/s/  JAMES P. DOLAN Chairman, Chief Executive Officer, March 9, 2012
James P. Dolan President and Director (Principal
Executive Officer)
/s/  Vicki J. DUNCOMB Vice President and Chief Financial March 9, 2012
Vicki J. Duncomb Officer (Principal Financial Officer
and Principal Accounting Officer)
/s/  JOHN c. BERGSTROM Director March 9, 2012
John C. Bergstrom
/s/  ANTON J. CHRISTIANSON Director March 9, 2012
Anton J. Christianson
/s/  BILL L. FAIRFIELD Director March 9, 2012
Bill L. Fairfield
/s/  ARTHUR J. KINGSBURY Director March 9, 2012
Arthur J. Kingsbury
/s/  LAUREN RicH FINE Director March 9, 2012
Lauren Rich Fine
/s/ GEORGE RossI Director March 9, 2012
George Rossi
/s/ GARY H. STERN Director March 9, 2012

Gary H. Stern

124



Exhibit
No.

4.1
10.48

10.49

21
23.1
23.2
311
31.2
321
322
101

Exhibit Index

_'IE Method of Filing
Specimen Stock Certificate Filed herewith.
Second Amendment to Services Agreement Filed herewith.

among American Processing Company, LLC
(d/b/a NDeX), James E. Albertelli, P.A. and
James E. Albertelli, individually, dated as of
November 15, 2011

Second Amendment to Third Amended and Filed herewith.
Restated Credit Agreement dated March 6, 2012,

by and among the Dolan Companyj, its

consolidated subsidiaries, the lenders from time

to time party to the Credit Agreement, U.S. Bank

National Association, as a lender, LC issuer,

swing line lender, and as administrative agent for

the lenders, and Wells Fargo Bank, National

Association, as a lender and as syndication agent

Subsidiaries of the Registrant Filed herewith.
Consent of McGladrey & Pullen, LLP Filed herewith.
Consent of Baker Tilly Virchow Krause, LLP Filed herewith.
Section 302 Certification of James P. Dolan Filed herewith.
Section 302 Certification of Vicki J. Duncomb Filed herewith.
Section 906 Certification of James P. Dolan Filed herewith.
Section 906 Certification of Vicki J. Duncomb Filed herewith.

Interactive Data File Filed herewith.
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CORPORATE
HEADOQUARTERS

SAFE HARBCR STATEMENT

This annual report, including the letter

to stockholders from our chairman,

chief executive officer and president,
contains forward-looking statements

that reflect our current expectations and
projections about our future results,
performance, prospects and opportunities.
These forward-looking statements are
based on information currently available to
us and are subject to a number of risks,
uncertainties and other factors that may
cause our actual results, performance,
prospects or opportunities to be materially
different from those expressed in,

or implied by, such forward-looking
statements. Please see “Risk Factors”
contained in our annual report on Form
10-K enclosed as part of this annual

report and available at the SEC’s Web

site at www.sec.gov for a description of
the risks, uncertainties and factors that
could cause our actual results, performance,
prospects or opportunities to

differ materially from those expressed

in, or implied by, these forward-looking
statements.

THE DOLAN COMPANY

222 South Ninth Street, Suite 2300
Minneapolis, MN 55402

P(612) 317-9420,F (612) 317-9434
Company Web site www.thedolancompany.com

ANNUAL MEETING

The annual meeting of The Dolan
Company stockholders will be held
at the Minneapolis Club, 729 Second
Avenue South, Minneapolis, MN
55402, on Thursday, May 17,2012,

at 9:00 a.m. CDT. Attend the

annual meeting online at www.

virtualshareholdermeeting.com/DM| 2.

STOCK EXCHANGE LISTING
New York Stock Exchange
(symbol: DM)

INDEPENDENT AUDITOR
McGladrey & Pullen, LLP,
Minneapolis, MN

STOCKTRANSFER AGENT
Wells Fargo Shareowner Services
PO.Box 64874

St. Paul, MN 55164-0874
1-800-468-9716

www.shareowneronline.com

INVESTOR RELATIONS
Investors and securities analysts
should contact our director of
investor relations, Bob Evans,

at (612) 317-9430, or bob.evans@
thedolancompany.com.

REPORTS

For copies of our annual report,
Form 10-K, proxy statement or other
public reports, which we provide

at no cost to you, please contact

our corporate secretary, in writing,

at our corporate headquarters.

Our public reports also are
available under the investor
relations section of our Web site at
www.thedolancompany.com.

This year’s annual report design is
by Lisa Finnan, the award-winning
art director of New Orleans
Publishing Group. She has been with
The Dolan Company since 1998.

Entire contents copyrighted © 2012 by

The Dolan Company. All rights reserved.
Reproduction in whole or in part without
written permission is expressly forbidden.
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